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Defence  industries 
Transatlantic  reach  is 
better  than  fortresses 
Personal  View,  Page  12 
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Gerniny 

How  rofitable  are 
the  mtal  industries? 

Page  2 


Microsoft’s 

l*^\|  ‘We  are  ready  to  talk  to 
any  company  anywhere* 
Page  18 


The  FT  500 

The  annual  ranking  of 
the  world's  top  companies 

Separate  section 
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WORLD  NEWS 


Kremlin  denies  rift 
between  Yeltsin 
and  prime  minister 

The  Russian  media  speculated 
about  Boris  Yeltsin's  political 
future  as  the  ailing  president 
instructed  his  security  council  to 
take  steps  to  guarantee  stability. 
The  Kremlin  was  forced  to  deny 
any  rift  between  the  president 
and  Yevgeny  Primakov,  the 
prime  minister.  Europe,  Page  3 

Befftag  stands  by  currency 
Dai  Xiang  long.  China's  central 
ik  governor,  repeated  Beijing's 

R pledge  not  to  devalue  its  cur- 
rency, but  for  the  first  time  made 
dear  that  the  promise  was  not 
without  caveats.  Page  14;  Edito- 
rial Comment,  Page  China 
throws  lifeline.  Page  13;  Cur- 
rencies, Page  25 

Data  protection  talks  slow 
The  EU  and  the  US  made  limited 
progress  in  talks  to  resolve  a 
dispute  over  data  protection. 
David  Aaron,  US  Commerce 
Secretary,  said  hurdles  still  had 
to  be  overcome.  Trade,  Page  6 

Colombia  seeks  earthquake  aid 
The  Colombian  government  Is 
trying  to  assemble  an  interna- 
tional aid  package  to  help  survi- 
vors of  the  earthquake  which  hit 
the  country  on  Monday.  The 
Americas,  Page  7 

UK  balance  of  trade  worsens 
The  UK's  balance  of  trade  with 
the  rest  of  the  world  has  deterio- 
rated further.  The  deficit  in  goods 
widened  in  November  from 
E1.64bn  to  E2.18bn  {$2.7bn  to 
S3.6bn).  Britain,  Page  10 

Slovakia  seeks  support  of  London 
Slovakia  sought  UK  support  in  its 
diplomatic  offensive  to  persuade 
EU  member  states  to  bring  it  into 
the  fast  wave  of  east  European 
countries  negotiating  member- 
ship. Europe,  Page  3 

Sennan  workers  prepare  to  str&e 
Up  to  3An  German  metal  work- 
ers are  ready  to  start  industrial 
action  tomorrow  unless'  employ- 
ers come  up  with  improved  wage 
proposals.  Europe,  Page  2 

Norway  oats  interest  rates 
Noway  cut  interest  rates  by  0.5 
percentage  points  on  deposit 
and  overnight  lending  rates,  to 
7.5  per  cent  and  9.5  per  cent 
respectively.  Europe,  Page  3 

Rscher  works  on  EU  reform 
Germany's  foreign  minister 
Joschka  Rscher  is  drawing  up  an 
agenda  for  reforming  European 
Union  Institutions  by  2001. 

Europe,  Page  2 

Brazil  rates  increased  to  35J% 

Brazil  raised  interest  rates  to  35.5 
per  cent  to  defend  its  currency, 

.the  Real,  which  has  lost  over  a 
third  of  its  value  since  January 
13.  The  Americas,  Page  7 

fialy  abns  to  balance  budget 
The  Italian  government  said  It 
would  aim  to  achieve  a balanced 
budget  in  2002.  Europe,  Page  3 


BUSINESS  NEWS 


Spanish  banks 
underline  potential 
of  €30bn  merger 

Banco  Santander  and  Banco 
Central  Hispano,  the  two  Spanish 
banks  planning  a €30bn 
($34.8bn)  merger,  unveiled  robust 
1998  results  that  underscore  how 
their  combined  weight  will  create 
one  of  the  largest  financial  insti- 
tutions in  the  euro-zone.  Com- 
panies and  Markets,  Page  15 

The  Financial  Supervisory  Agency, 
Japan's  banking  watchdog,  has 
launched  a Inspection  of  Credit 
Suisse  First  Boston's  operations. 
It  will  include  an  examination  of 
whether  CSFB  helped  cMents 
conceal  losses  in  published 
accounts  through  complex  secu- 
rities transactions.  Page  14 

StoraErrso,  the  paper 
manufacturer  formed  by  last 
year’s  $8.5bn  merger  of  Swe- 
den’s Stora  and  Enso  of  Finland, 
warned  that  2,000  jobs  would  be 
cut  European  companies,  Page 
19;  MoDo  shares  rise  11  per  - 
cent  Page  17 

New  Holland  of  Italy,  the  world's 
second  biggest  tractor  maker, 
warned  of  further  job  losses  this 
year  after  announcing  a 30  per 
cent  fall  In  profits  in  1998.  Inter- 
national companies,  Page  17 

Crwtairrar  shipping  fares 
accounting  tor  60  per  cent  of 
Asia-Europe  shipments  plan  to 
increase  freight  rates  on  west- 
bound sailings  by  at  least  a third 
this  year.  Trade,  Page  6 

Matif,  the  French  derivatives 
exchange,  has  announced  plans 
to  establish  its  products  as  ' 
benchmarks  In  tile  market  for 
government  bonds  of  the  1 1 
euro-zone  countries.  Interna- 
tional companies.  Page  17 

Amazon xom,  the  internet  retailer, 
is  considering  launching  Advan- 
tage, the  US  service  that  sells 
the  work  of  self-published 
authors  and  independent  musi- 
cians, in  Europe.  Trade,  Page  6; 
Internet  stocks  rise.  Page  18 

Sony,  the  Japanese  electronics 
company,  revealed  depressed 
third  quarter  figures  and  warned 
of  a Y41bn  ($363m)  operating 
loss  in  the  fourth  quarter.  Com- 
panies and  Markets,  Page  15 

Chemapd  Group,  the  heavily 
indebted  Czech  chemicals 
conglomerate,  was  declared 
Insolvent  yesterday.  Interna- 
tional companies,  Page  17 

Banco  Coreerda!  Portugues, 
Portugal’s  second  largest  finan- 
cial group,  is  to  redenominate  its 
capital  In  euros.  European 
companies.  Page  19 


Move  to  curb  Holocaust  claims 

Bonn  and  Washington  ->ok  for  overall  settlement  to  stem  tide  of  lawsuits 


By  Richard  Wofffe  in  Washington 
and  John  Anthers  in  New  York 


The  US  and  German 
governments  are  seeking  ways  to 
stem  the  rising  tide  of  class 
action  lawsuits  from  Holocaust 
survivors  over  slave  labour 
stolen  property  ■ In  Nazi 
Germany. 

The  aim  Is  to  promote  an  over- 
all negotiated  settlement  and 
avoid  a repeat  of  last  year’s  bitter 
dispute  over  Swiss  banks’  han- 
dling of  holocaust  victims’  assets, 
which  strained  the  bilateral  rela- 
tionship between  the  US  and 
Switzerland. 

Stuart  Eizenstat,  US  under- 
secretary of  state,  and  Bodo  Horn- 
bach,  chief  of  staff  to  Mr  Gerhard 
SchrOder,  the  recently  elected 
German  chancellor,  met  yester- 
day In  Bonn  to  discuss 
solutions  to  the  latest  legal  dis- 


putes. fr  SchrOder  said  later 
“Competing  people  and  their 
depend^s  who  were  forced  Into 
slave  liour  under  the  Nazi 
regime  who  have  just  claims 
against  ?nnan  companies  is 
stffl  our  Oral  duty. 

“The  feval  government  has 
taken  the  icessary  initiatives.  I 

am  Stickingo  my  goal  Of  Ending 

a quick  an  gam  annuiw  to  these 
questions  w)ch  have  remained 
open  for  far  x>  long,”  be  said. 

Several  serrate  lawsuits  have 
been  filed.  Agroup  of  German 
banks  is  beir  sued  over  their 
role  in  the  eforced  “aryanisa- 
tijon”  of  Germ*  businesses,  and 
in  handling  sto  n assets. 

Several  induiriai  groups  are 
being  sued  over  ^ use  of  slave 
labourers  from  concentration 
camps. 

Both  the  Germn  companies 
and  victims’  grout  are  divided 


over  the  best  way  to  proceed. 

German  Hanks  and  industrial 
companies  are  keen  for  the  talks 
to  succeed,  to  avoid  negotiating 
directly  with  US  lawyers  and 
Jewish  community  groups. 

Their  proposal  is  to  establish  a 
large  umbrella  compensation 
fund,  which  would  be  overseen 
by  the  German  government.  But 
they  disagree  over  whether  this 
should  include  banks  as  well  as 
industrial  groups. 

Their  overtures  have  been 
rejected  by  US  lawyers  for  holo- 
caust victims,  who  seem  deter- 
mined to  prove  the  responsibility 
of  the  individual  companies. 

Michael  Hausfeld.  a Washing- 
ton lawyer  leading  several  class 
action  lawsuits  German 

companies,  said:  “What  we  have 
heard  is  that  the  Germans  will 
■mflkg  a unilateral  determination 
of  what  they  feel  responds  to  the 


issue,  and  that  is  just  unaccept- 
able. 

“After  this  length  of  time,  sun 
vivors  and  heirs  do  not  feel  it 
appropriate  that  the  Germans 
usurp  for  themselves  the  right  to 
declare  what  response  and  com- 
pensation adequately  accounts 
for  the  offences  of  those 
times.” 

New  York  judges  in  the  law- 
suits against  the  German  banks 
have  appointed  Alfonse  D'Amato, 
the  former  US  senator  who  led 
the  campaign  against  Swiss 
hanks,  over  their  use  of  holo- 
caust assets,  as  a special  media- 
tor with  the  full  power  of  the 
court,  in  an  attempt  to  broker  an 
out-of-court  settlement. 

Mr  D’Amato  is  believed  to  have 
asked  to  meet  senior  officials  of 
Deutsche  Bank  and  Dresdner 
Bank,  the  two  largest  German 
banks,  next  week. 


Clinton  poised  to 
escape  removal 
from  office 
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By  Mari(  Suzman  in  Washington 

Any  chance  that  President  Bill 
Clinton  will  be  removed  from 
office  in  his  impeachment  trial 
almost  certainly  ended  last  night 
when  Republicans  failed  to  win 
enough  support  from  Democrats 
in  two  key  votes  in  the  Senate. 

Although  senators  rejected  a 
proposal  to  throw  out  the 
impeachment  charges  and 
approved  a Republican  request  to 
call  three  witnesses  in  the  trial, 
conviction  is  now  almost  impossi- 
ble. The  two  parties  plunged  back 
into  negotiations  over  how  to 
speed  up  proceedings -and.  bring 
the  historic  trial  to  an  end,  possi- 
bly as  early  as  next  week. 

Republican  trial  managers 
from  the  House  of  Representa- 
tives stiH  claim  Mr  Clinton  com- 
mitted perjury  and  obstructed 
justice  in  covering  up  his  affair 
with  Monica  Lewinsky,  a White 
House  worker.  But  the  fact  both 
votes  were  along  identical  56-44 
lines  indicated  it  would  be  impos- 
sible to  amass  the  necessary  two- 
thirds  majority  in  the  Senate  to 
remove  the  president  Russ  Fein- 
gold,  from  Wisconsin,  was  the 
only  Democratic  senator  to  side 
with  the  Republican  majority. 


Members  of  both  parties  said 
they  hoped  to  map  out  a biparti- 
san agreement  on  bow  to  iro- 
ceed,  with  Democrats  giving  rau-' 
tious  approval  to  the  Republican' 
plan  for  accelerated  testimony.  \ 

Tom  Daschle,  Senate  minority 
leader,  said  he  was  in  fallra  with 
Trent  Lot t,  majority  leader,  and 
was  confident  the  Senate  could 
bring  the  trial  to  a rapid  conclu- 
sion. “I  am  optimistic  that  we 
can  achieve  some  compromise.  ** 

Under  the  Republican  plan,  Ms 
Lewinsky,  Vernon  Jordan,  a dose 
confidant  of  Mr  Clinton’s,  and 
Sidney  BInmenthal,  a senior 

White  Hpuae  aids,  WOUM-taoh  bo 
questioned  for  six-hours  uver  the 
weekend  by  the  trial  managers 
and  the  president's  lawyers. 

A senator  from  each  party 
would  be  present  at  the  deposi- 
tions and  transcripts  and  video- 
tapes of  their  testimony  would 
then  be  given  to  the  ton  Senate. 

After  giving  the  Senate  the 
chance  to  decide  if  the  deposi- 
tions contained  information  that 
merited  additional  live  testi- 
mony, both  sides  would  begin 
closing  arguments  around  the 
middle  of  next  week  with  a final 
vote  on  the  artides  of  impeach- 
ment as  soon  as  next  Friday. 


B8  Cgnton:  RepubBcans  and  Democrats  are  in  talks  owr  how  to  bring  the 
praskfenfs  historic  impeachment  trial  to  a speedy  end  Picture:  A P 


The  Republican  leadership 
hopes  the  plan  will  insulate  it 
from  attacks  from  the  party's 
right  wing,  which  has-  been 
insisting  on  the  need  for  wit- 
nesses, without  risking  a wider 
public  backlash  for  extending  the 

unpopular  trial 


However,  Joe  Lockhart,  White 
House  spokesman,  said  the  presi- 
dent’s lawyers  needed  more  time 
to  examine  the  thousands  of 
pages  of  documents  collected  by 
Kenneth  Starr,  the  independent 
counsel,  before  taking  any  depo- 
sitions. 


East  Timor 
may  gain 
freedom  as 
Indonesia 
shifts  policy 

By  Sander  Themes  la  Jakarta 


East  Timor,  the  former 
Portuguese  colony  forcibly  occu- 
pied by  Indonesia  in  1975,  could 
soon  become  independent,  Indon- 
esia's foreign  minister  said  yes- 
terday. 

Tf  they  want  to  have  their  free- 
dom, they  are  welcome,  ” said  All 
Alatas,  signalling  a radical 
change  in  the  government’s  pol- 
icy on  East  Timor. 

His  comments  followed  a cabi- 
net meeting  with  President 
B.  J.  Habibie  and  were  backed  up 
by  Yunus  Yosfia,  the  country's 
Information  minister. 

The  policy  shift  may  have  been 
motivated  in  part  by  Indonesia's 
need  to  appeal  to  the  interna- 
tional community  for  mare  for- 
eign aid  following  last  year's  eco- 
nomic near-collapse.  Few 
countries  recognised  the  incorpo- 
ration of  East  Timor  as  Indones- 
ia’s 27th  province  and  most  con- 
demned the  subsequent  massacre 
of  a third  of  its  lm  people. 

Since  the  resignation  last  year 
of  Indonesia’s  president  Suharto, 
Mr  Habibie  has  sought  to  defuse 
pressure  over  East  Timor  by  pro- 
posing increased  autonomy  and 
reducing  the  presence  of  Indone- 
sian troops  there. 

Portugal,  which  still  counts  East 
Timor  as  its  colony,  welcomed 
the  announcement  But  the  for- 
eign ministry  in  Lisbon  said  it 
would  “seek  to  clarify,  via  the 
United  Nations,  the  exact  nature 
of  this  statement ...  to  deter- 
mine if  it  is  a new  Indonesian 
policy  or  a new  formulation  of 
the  same  policy.” 

Timorese  leaders  were  scepti- 
cal. “This  confirms  what  we  have 
beard  from  many  sources  of  that 
regime,  that  there  is  a prevalent 
point  of  view  in  Jakarta  that 
Indonesia  has  lost  the  battle  aver 
East  Tim  or,"  said  Jose  Ramos- 
Horta.  the  exiled  Timorese  leader 
and  Nobel  peace  prize-winner. 

Portugal  and  Timorese  opposi- 
tion groups  responded  to  Indon- 
esia’s softened  position,  last  year 
by  calling  for  a referendum  on 
independence  among  the  East 
Timorese.  Indonesia  has  rejected 
the  referendum  call  but  could  use 
a vote  in  the  People’s  Consulta- 
tive Assembly,  which  will  com- 
bine parliament  and  200  other 
delegates  following  elections  on 
June  7,  as  a compromise. 


Japan  attacks  US 
over  trade  hit-list 


By  Alexandra  Hamey  and 
IficWyo  Nakamoto  b)  Tokyo 


Japan  yesterday  attacked 
Washington’s  move  to  revive  a 
controversial  trade  hit-list  amid 
mounting  tensions,  notably  over 
Japanese  steel  exports. 

Kpizo  Obuchi,  Japanese  primp 
minister,  and  Kaoru  Yosano,  the 
trade  minister,  criticised  the  US 
move  to  renew  “Super  301"  pro  vi- 
sions as  a political  manoeuvre. 

Under  the  provisions,  any  trad- 
ing partners  Washington  sees  as 
engaging  in  “unfair  practices” 
are  targeted  in  a yearly  list,  put- 
ting pressure  on  them  to  change. 
The  bit-list  is  a precursor  to  trade 
sanctions,  which  are  rarely  used 
as  countries  often  back  down. 

Bill  Clinton,  US  president,  has 
indicated  he  might  impose  unilat- 
eral trade  sanctions  under  a law 
that  enables  the  government  to 
increase  tariffs  or  quotas. 

Mr  Obuchi  said:  *T  would  be 
very  concerned  if  the  US  took 
action  unfiateraSy.” 

Officials  at  the  Ministry  of 
International  Trade  and  Industry 
said  they  thought  the  Super  301 
decision  was  more  aimed  at  mol- 
lifying trade  hawks  in  Congress 
than  a sign  of  impending  action. 

“As  countries  are  trying  to 
recover  amid  very  severe  global 
economic  conditions,  I have  to 
say  we  are  very  concerned  that 


the  US,  the  world  leader,  has 
introduced  the  possibility  of  tak- 
ing unilateral  action,”  said 
Hlromu  Nonaka.  a government 
official.  “I  hope  the  US  will  act 
cautiously  and  appropriately,  in 
line  with  international  rules,"  he 
added. 

Japan  regards  the  unilateral 
use  of  sanctions  as  a breach  of 
World  Trade  Organisation  rules. 
It  has  been  seeking  to  play  down 
pressures  that  stem  from  Japan’s 
large  trade  surpluses. 

The  country's  steel  exports  to 
the  US  have  fallen  sharply  since 
November  - down  14£  per  cent 
by  volume  in  December  com- 
pared with  the  year  before, 
according  to  the  Japanese 
finance  -ministry. 

However,  it  was  the  nearly  300 
per  cent  increase  in  steel  ship- 
ments in  the  first  11  months  of 
1998  that  prompted  calls  for  retal- 
iatory action  from  US  steel  man- 
ufacturers. The  steel  issue  has 
also  aggravated  bilateral  tensions 
as  Japan’s  trade  surplus  with  the 
US  has  soared  to  Its  highest  level 
since  1967. 

Richard  Fisher,  US  deputy 
trade  representative,  who  yester- 
day ended  a visit  to  Tokyo,  said 
the  US  would  try  to  avoid  the 
type  of  disputes  that  soured  US- 
Japan  relations  in  1996. 

War  of  wunts,  Page  6 
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German  Greens  denounce  nuclear  deal  Ah^ru 


By  Frederick  Studmam 
In  Bonn 

Germany's  environmentalist 
Greens  were  licking  their 
wounds  yesterday  after  their 
set-back  at  the  hands  of 
Chancellor  Gerhard  Schro- 
der over  government  nuclear 
energy  policy. 

Leaders  of  the  Greens,  the 
junior  partner  in  Mr  Schro- 
der's Social  Democrat-led 
government,  lined  up  to  cri- 
ticise the  chancellor's  deci- 
sion on  Tuesday  to  bow  to 
industry  pressure  and  over- 
turn a coalition  agreement 
to  stop  the  reprocessing  of 
nuclear  waste  from  the  start 
of  next  year.  . . 


Antje  Itadcke,  co-chair  of 
the  Greens,  said  the  decision 
was  a “defeat"  for  the  party, 
which  had  failed  to  push 
through  Its  demands  for  an 
immediate  end  to  reprocess- 
ing as  a means  of  forcing  a 
swift  shutdown  of  Ger- 
many's 19  nuclear  reactors. 

She  said  the  result  was 

evidence  of  the  party's  weak 

negotiating  position  in  the 
government.  The  Greens  had 
had  to  learn  the  “bitter  and 
painful  business  of  .coalition 
where  nnp  haft  to  wiaka  com- 
promises”. 

Margarete  Bause,  head  of 
the  Greens  in  Bavaria, 
where  the  local  Bayern werk 
utility  generates  most  of 


Fischer  draws  up  Eli  reform  agenda 


By  Ralph  Atkins  and  Frederick 
Sfademam  in  Bom 

Joschka  Fischer,  Germany's 
foreign  minister,  is  drawing 
up  an  agenda  for  reforming 
European  Union  institutions 
by  2001.  It  envisages 
overhauling  the  system  by 
which  member  states  vote 
but  so  far  stops  short  of  his 


electricity  from  nuclear 
power,  said:  "We  must 

remind  SchrOder  that,  he  is 
in  coalition  with  the  Greens 
and  not  the  nuclear  Indus- 


ideas  fora  European 
constitution. 

In  an  interview  with  the 
FT,  Mr  Fischer  fisted  plans 
for  greater  use  of  ‘majority 
votmfl"  to  replace  the 
principle  of  unanimity  as  a 
central  part  of  the  next  stage 
of  institutional  reform. 
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try." 

However,  there  was  no 
sign  Hie  party  was  prepared 
to  force  the  issue  and  risk 
splitting  the  government. 


In  parliamenfcsterday, 
Jflrgen  TrtttiiAe  Green 
environment  mister,  said 
his  party  had  p success- 
ful in  moving  debate  on 


to  the  point 
no  longer 


“we  are 
l about 


whether  [tcpit  nuclear 
power]  but  m to  do  so". 

• Goverrunef  and  industry 
will  meetat  in  March  to 

discuss  creation  of 
interim  st age  facilities  for 
nuclear  Lste  to  which, 
spent  fue#  will  eventually 
be  tran^red  Instead  of 

being  recessed. 

The  resides  will  also  dis- 
cuss tt»  remaining  opera- 
tional li  times  of  individual 
reactor  Mr  Trittin’s  bill 


will  be  to revised 
form' in  parranaaifc  also  to 
‘March.  V 

: The  enja^^diEtry  wel- 
comed the  deal,  wmte  reiter- 
ating "apposition  to  iihe  gov- 
ernment’s plans  to  witbtbaw 
from  nuclear  power.  Manfred. 

Timm,  chairman  of  the 

utility  and  the  -induslf^ 
lead  negotiator  with  govern- 
ment, said  the  withdrawal 
would  take  decades. 

The  share  prices  of  Ger- 
. many’s  three  big  energy 
combines,  RWE,  Via?  and 
Veba,  rose  strongly  yester- 
day as  investors  welcomed 
what  one  Frankfurt  analyst 
called  “Bound  One  victory 
for  the  energy  companies". 


row 


Lafontaine  urges  boost  to  European  demand 


By  Frederick  Stftdemann 
and  Ralph  Atidos  in  Bonn 

Oskar  Lafontaine,  German 
finance  minister,  yesterday 
called  for  a boost  in  Euro- 
pean demand  to  help  crisis- 
ridden  emerging  economies 
and  restated  Bonn's  commit, 
ment  to  creating  a new 
“architecture"  for  the 
world's  financial  system. 

At  the  same  time,  how- 
ever. he  toned  down  earlier 
proposals  to  create  exchange 
rate  target  zones. 

Mr  Lafontaine  warned 

French 
auction 
houses 
say  ‘non’ 

By  Robert  Graham  in  Paris 

French  auctioneers  have 
begun  a rearguard  action  to 
prevent  Sotheby's,  the  inter- 
national auction  group,  from 
circumventing  their  trade 
monopoly. 

The  campaign  opened  yes- 
terday when  Drouot.  the 
company  grouping  the  Paris 
auction  houses,  forbade  any 
of  its  members  from  assist- 
ing Sotheby’s  to  the  holding 
of  auctions  in  France.  In  a 
brief  statement  Drouot  said: 
“If  Sotheby’s  has  decided  to 
get  round  the  law,  then  it 
can  under  no  circumstances 
use  the  services  of  our  mem- 
bers to  help  it." 

Drouot.  whose  members 
account  for  the  bulk  or  auc- 
tion turnover  in  France,  was 
reacting  to  a decision  last 
week  by  auctioneers  Pou- 
lain-Le  Fur  to  help  Sotheby's 
hold  their  first  sale  in 
France.  Sotheby's  said  at  the 
time  it  had  turned  to  Pou- 
lain-Le  Fur  to  assist  in  a sale 
of  the  contents  of  a chateau 
near  Paris  in  June  while 
awaiting  legislation  ending 
the  monopoly  enjoyed  by  the 
400  year-old  profession  of 
ammissaires  priseurs. 

By  using  the  services  of  a 
French  auctioneer,  Sotheby’s 
appeared  to  be  able  to  get 
round  the  existing  ban  on  | 
their  conducting  business  to 
the  country.  Although  So  the- 1 
by’s  has  had  a large  auction 
operation  in  France  for  more 
than  a year,  it  has  been  pre- 
vented from  holding  sales  . 
because  of  the  failure  of  the 
French  government  to 
approve  legislation  liberali- 
sing the  auctioneering  busi- 
ness. Christie's,  the  other 
main  international  auction 
house,  has  found  itself  in  the 
same  position. 

The  legislation  should 
have  been  in  place  by  Jan- 
uary 1998  under  EU  direc- 
tives. But  long  wrangles 
between  auctioneers  and  the 
Socialist-led  government 
have  led  to  an  impasse. 
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recovery  in  emerging  mar- 
kets through  export  growth 
was  being  hampered  by  slug- 
gish European  demand, 
“[Recovery]  can  only  take 
place  if  domestic  demand  In 
industrial  nations  speeds  up 
and  imports  from  the  crisis- 
affected  regions  are  expan- 
ded correspondingly.” 

He  said  the  German  gov- 
ernment would  pursue  fiscal 
stability  and  wage  growth  in 
line  with  productivity.  This 
left  scope  to  target  monetary 
policy  towards  boosting 
growth  and  job  creation,  he 


said,  refering  implicitly  to 
the  role  of  the  European 
Central  Bank.  He  stopped 
short,  however,  of  w»ntng  for 
a cot  in  euro-zone  Interest 
Tates. 

The  report  said  there  was 
an  international  consensus 
to  control  "short-term  specu- 
lative movements  of  capi- 
tal". which  were  pernicious, 
and  for  exchange  rates,  espe- 
cially In  emerging  market 
countries,  to  be  linked  to 
“the  real  economic  situa- 
tion". It  gave  no  concrete 
details,  however,  about  how 


capital  movements  would  be 
separated  into  the  categories 
of  speculative  and  economi- 
cally beneficial. 

Agreeing  a common  strat- 
egy on  exchange  rates  would 
be  a core  component  of  an 
international  “financial 
architecture".  The  German 
government,  which  cur- 
rently chairs  the  Group  of 
Seven  industrial  states,! 
hopes  the  details  of  such  an 
architecture  will  be  agree/ 
at  the  G7  summit  in  Cologn 
in  June.  / 

But  the  report  added:  “TJe 


1 government  is  not 
for  [exchange  rate 
mes]."  The  finance 
said  emerging  mar- 
s had  a noticeable 
i German  economic 
mce  in  1998  when 
ilowed  in  the  second 
he  year,  in  spite  of 
that  in  direct  terms 
Lsis-hit  countries 
•Mvuiual  for  only  10  per 
cent  of  German  exports.  But 
there  was  a related  fall  in 
exports  to  countries  with 
greater  exposure  to  the  cri- 
sis-hit regions. 


For  199P  the  finance  minis- 
try offered. a cautious  fore- 
cast of  2 per  cent  growth  in 
gross  domestic  product, 
down  from  18  per  cent  in 
1998.  This  would  not  be 
enough  significantly  to  red- 
uce unemployment  which 
was  forecast  to  dip  ity  some 
200,000  to  4.1m. 

Assumptions  underpin- 
ning Mr  Lafontaine’s  fore- 
casts include  a strengthen- 
ing of  the  euro  against  the 
US  dollar,  but  he  would  not 
speculate  on  the  size  of  such 
a movement 


Metal  workers  refuse  to  be  beaten  in  wage  battle 


By  John  Murrey  Brown  hi 
Sartft 


Bertie  ;Ahem,  the  Irish 
prime  - minister,  yesterday  - 
railed  on  Pffllraig  Flynn,  the 

country's  EU  commissioner, 

to  explain  his  role  - in  an 
alleged  .political  funding 
row,  which  he  said  was  .dam- 
aging Ireland's  reputation  to 
Europe. 

Under  pressure  to  explain 
iMsrpwn  involvement  in  the 
controversy,  . Mr  Ahern 
revealed  to  a special  session 
of  the  Irish  parliament  that 
the  alleged  donation  by  a 
Irish  bnstossmnm  never 
been  passed  to  the  Flanna 
Fail  party  coffers.  Tom  GH- 
martin,  a property  devel- 
oper, claims  he  gave  a 
cheque  to  Mr  Flynn  when  he 
was  party  , treasurer  and  a 
minister  vfndMr  former  prime 
minister  Charles  Haugbey  in 
the  late  1980s.  - - 

Mr  Ahern  yesterday 
moved  to  distance  himself 
from  his  former  friend  and 
colleague  amid  concern  that 
the  allegations  may  force  the. 
small  rightof-centre  Progres- 
sive Democrats  to  pull  out  of 
his  coalition,  teiggertng  an 
early  general  election. 

“Neither  the  government 
nor  the  Flanna  Fail  party 
have  airy  jurisdiction  over 
the  ’EU  cbrah2issianer,n  said 
Mr  Ahern,  but  he  “expressed 


German  unions  and 
employers  are  at 
loggerheads  over 
the  heafth  of  the 
industry,  writes 
Uta  Hamischfeger 

Today  at  midnight  the 
truce  will  be  over. 
Unless  employers  to  the 
German  metal  and  electrical 
sector  hand  unions  an 
improved  wage  proposal,  up 
to  &4m  metal  workers  will 
start  staging  warning  strikes 
from  tomorrow  and  threaten 
a full-blown  strike  by  the 
end  of  February. 

In  Germany,  when  employ- 
ers' and  employees'  wage- 
proposals  are  miles  apart  it 
is  business  as  usual.  But  this 
time  around  employers 
opened  a can  of  worms  when 
they  proposed  to  supplement 
a 2 pm-  cent  wage  increase 
with  a 0.5  per  cent  one-off 
payment  subject  to  a compa- 
ny’s state  of  health. 

This  has  given  rise  to  a 
new  issue  of  contention:  just 
how  healthy  is  the  German 
metal  industry?  Given  its 
diversity  and  given  how  dif- . 
ferently  the  two  sides  judge 
the  sector’s  condition,  there 
is  a fierce  debate. 

JQrgen  Peters,  vice-chair- 
man of  IG  Metall,  Ger- 
many’s largest  union,  is  still 
faming  over  the  employers' 
wage  offers.  He  says  the 
employers  are  not  only  offer- 
ing a ridiculously  low  pay 
increase  - the  unions  had 
called  for  6.5  per  cent  - but 
they  are  also  painting  a dis- 
torted picture  of  the  metal 
industry's  profitability  and 
future.  The  head  negotiator 
erf  the  employers’  association 
Gesamtmetall,  Werner 
Stumpfe,  says  different  cir- 
cumstances at  different  com- 
panies calls  for  a flexible 
wage  agreement 
“A  deal  that  doesn’t  reflect 
the  economic  landscape  in 
1999  will  cause  job  losses." 
he  warns. 

I G Metall  has  traditionally 
favoured  wage  agreements 
that  apply  to  the  entire 
industry  and  has  only  grudg- 
ingly accepted  in-house 
deals.  The  two  sides  base 
their  arguments  on  conflict- 
ing statistics.  Employers  say 
that  20  per  cent  of  their 
members  are  in  the  red.  20 
per  cent  “make  a killing"' 
and  the  large  mass  “does 
OK". 

Unions  counter  that  net 


— r- 


income  from  entrepreneurial 
activities  has  increased  by  21 
per  cent  since  the  metal 
industry’s  crisis  year  to  1993. 
while  workers’  net  income 
has  shrunk  7 per  cent  since 
then. 

Industry  analysts,  mean- 
while, estimate  that  roughly 
30  per  cent  of  the  industry  is 
scraping  by.  with  another 
third  posting  average  net 
profit  margins  around  2 per 
cent  and  another  third  show- 
ing profit  margins  of  up  to  20 
per  cent 

There  is  no  easy  means  of 
judging  the  industry  as  a 
whole. 

For  one  thing  there  is  no 
other  industrial  sector  in 
Germany  in  which  profitabil- 
ity, size  and  export  depen- 
dence vary  so  widely. 

About  a third,  or  roughly 
lm,  metal  workers  are 
employed  to  mostly  medium- 
sized  machinery  and  engi- 
neering companies  and 
another  700,000  work  in  the 
motor  industry,  which 
includes  the  large  car  mak- 
ers nnH  their  small-to-medi- 
um-stzed  parts  suppliers. 

About  250,000  work  in  steel 


and  sheet  metal  industries 
and  200,000  work  in  black- 
smith's shops  and  foundries. 
The  remaining  metal  work- 
ers are  scattered  across  vari- 
ous industries  such  as  ship- 
building and  aerospace. 

Machinery  companies 
make  more  than  60  per  cent 
of  their  money  abroad,  while 
there  is  much  domestic 
demand  to  the  car  industry. 
Machinery  makers  depend 
heavily  on  the  general 
investment  sentiment,  while 
cars  are  a consumer  good 
that  is  closely  tied  to  domes- 
tic consumption  patterns. 

Thus,  when  German 
exports  started  falling  in  the 
second  half  of  1998,  it  imme- 
diately hurt  machinery  mak- 
ers as  domestic  companies 
also  became  wary  about 
investing  in  new  machinery. 
Orders  in  the  machinery 
industry  were  up  10  per  cent 
in  the  first  half  of  1998,  but 
down  13  per  cent  in  the  three 
months  from  September  to 
November  compared  with 
the  yearearlier  period.  But 
given  the  distorting  base 
effect  from  booming  orders 
in  1997.  the  association  for 


machinery  makers  contends 
that  the  order  book  has  “nor- 
malised from  its  exorbitant 
growth  rates  in  1997”. 

According  to  the  associa- 
tion, machinery  makers’ 
average  net  profit  margin 
was  at  ZB. per  cent  in  1998, 
which  marks  a steady 
increase  from  its  lowest  ever 
net  margin  of  0.2  per  cent  in 
1993.  In  1993,  an  economic 
downturn,  paired  with  the 
D-Mark's  strengthening,  hit 
the  German  metal  industry 
and  forced  many  companies 
to  restructure. 

For  the  metal  industry  as 
a whole,  the  average  net 
profit  margin  was  2.4  per 
cent  in  1997.  No  data  is  avail- 
able for  1996. 

Despite  the  improvement, 
the  machinery  industry  asso- 
ciation says  that  the  2B  per 
cent  profit  margin  is  still  too 
low  “to  put  on  fat  for  bad 
times”. 

“We  are  one  of  the  most 
cyclical  industries,  and  in 
order  to  withstand  economic 
downturns,  our  profit  mar- 
gin should  be  around  4 to  5 
per  cent,"  itsays.  At  the  end 
of  last  year,  the  association 


lowered  its  forecast  and  said 
that  production  would  grow 
2 per  emit  in  1999,  down  from 
an  original  4 per  cent.  That 
contrasts  with  a 7 per  cent 
growth  rate  to  1997.. 

On  the  other  hand,  car- 
makers  and  their  suppliers 
have  proven  relatively  resis- 
tant to  the  severe  downturn 
that  started  in  the.middle  of 
last  year.  Although  motor 
industry  executives  have 
cautioned  that  growth  may 
slow  in  1999,  most  carmakers 
still  have  long  waiting  lists 
and  order  backlogs.  In  1997, 
German  car  production  grew 
by  10.5  per  cent  In  1998,  that 
figure  should  come  in 
slightly  lower,  but  no  data  is 
available  yet 

Then  there  is  the  issue  of 
unit . wage  costs.  In.  the 
motor  industry,  for  example, 
unit  wage  costs  are  still  a 
fifth  above  their  European 
counterparts  and  a third 
above  US  and  Japanese  car- 
makers.  •. 

Nonetheless,  IG  Metall 
proclaims  “an  end  to  our 
modesty”.  As  Mr  Peters  put 
it:  “Workers  are  clenching 
their  fists  to  their  pockets.” 


FIVE-MEMBER  TEAM  MEPs  IN  ATTACK  ON  TOOTHLESS  BODY’  AS  QUESTIONS  ARE  RAISED  OVER  LEAKED  MEMO 

Commission  ‘fraud-busters’  named 


By  Nen  Buckley  ki  Brussels 

The  European  parliament 
last  night  named  a five-mem- 
ber committee  of  experts 
charged  with  rooting  out 
any  fraud  and  mismanage- 
ment  at  the  European  Com- 
mission. the  EIT6  executive. 

Creation  of  the  committee 
was  the  main  element  of  a 
compromise  to  avert  a vote 
by  the  parliament  two  weeks 
ago  to  censure  the  Commis- 
sion. which  would  have 
forced  all  20  commissioners 
to  resign. 

But  the  new  group  - 


which  has  been  promised 
unfettered  access  to  all  Com- 
mission documents  - was 
immediately  attacked  by 
some  parliament  members 
as  a toothless  body  made  up 
•largely  of  former  EU  offi- 
cials. 

The  Commission,  mean- 
while. is  facing  new  ques- 
tions over  a leaked  memo, 
apparently  from  within  its 
press  service,  suggesting 
that  it  should  not  be  “domi- 
nated” by  the  notion  of 
transparency,  and  that  “a 
dose  of  cynicism,  and  some- 
times hypocrisy,  is  some- 


times necessary  in  diffusing 
information". 

Jasfi  Maria  Gff-Robles,  the 
parliament's  president, 
insisted  that  his  nomina- 
tions, selected  from  names 
proposed  by  parliament's 
political  groups,  were  “com- 
pletely independent”.  It  was 
essential,  he  added,  to  have 
committee  members  with 
expertise  to  EU  finance  and 
legal  matters. 

He  won  agreement  from 
parliament  leaders  last  night 
on  a list  including  two  for 
mer  presidents  of  the  Court 
of  Auditors,  the  EITs  spend- 


ing watchdog  - France's 
Pierre  Lelong,  and  Andrfe 

Middelhoek  of  the  Nether- 
lands. 

The  list  also  included  a 
former  advocate-general 
from  the  European  Court  of 
Justice,  Belgium's  Walter 
Van  Gerven.  and  the  audi- 
tor-general of  the  Swedish 
national  audit  office,  Inga- 
Britt  Ahlenius.  The  fifth 
member  was  Juan  Antonio 
Carrillo  Salcedo,  a former 
member  of  the  European 
Court  of  Human  Rights. 

Questions  remained  over 
the  committee’s  scope,  and 


whether  it  could  finish  its 
report  by  the  March  15  dead- 
line set  by  parliament  If  it 
finds  wrongdoing,  parlia- 
ment could  reintroduce  Its 
censure  motion,  or  put  pres- 
sure on  Jacques  Santer, 
Commission  president,  to 
force  resignations. 

But  time  is  running  out 
with  parliament  feeing  elec- 
tions in  June.  The  centre- 
right  European  People's  i 
party,  parliament’s  second.! 
biggest  has  expressed  scepti-  ! 
ciam  about  the  committee.  It ' 
says  it  Is  parliament's  job  to 
supervise  the  Commission. 


NEWS  DIGEST 


NATO  MAY  THREATEN  TO  USE  FORCE 


the  wish  that  he  [Mr  Flynn] 
would  clarify  the  situation 
as  soon  as  possible”.  Mr 

Abiera  said  be  had  written  to 

Mr  Flynn  to  October  to  date 
. had  received  no  reply. 

Mary  Harney,  the  PD 
leader,  chose  not  to  speak,  in 
yesterday's  special  debate 
but  both  John  Bruton,  the 
conservative  Fine  Gael 

leader  and  Buairi  Quinn,  the 
Irish  Labour  party  leader, 
sought  to  exploit  the  ten- 
sions within  the  coalition  by 
pmiging  Mr  Ahem  of  hold- 
ing back  information  from 
Ms  Harney. 

The  allegations  against  Mr 
Flynn  come  as  the  European 
Commission  attempts  to 
rebuild  its  image  after  fight- 
ing off  censure  moves  to  the 
European  Parliament 
sparked  by  separate  allega- 
tions against  other  commis- 
sioners of  mismanagement 
and  nepotism. 

Mr  Flynn  has  said  there  is 
no  question  of  him  resign* 

mg.  . v - 

The  r'hanr&s  of  him  being 

forcibly  removed  by  EU 
member  governments  collec- 
tively or  by  his  fellow  com- 
missioners are  seen  in  Brus- 
sels as  remote. 

None  of  the  allegations 
against  Mr  Flynn  refer  to  his 
six-year  stint  as  a commis- 
sioner. 

Bfitortal  comment,  Page  13 
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Heavy  Kosovo  fighting 
spurs  effort  to  hold  talks 

Heavy  fighting  erupted  between  Serbian  security  forces 
and  ethnic  Albanian  rebels  si  Kosovo  yesterday,  adding  a 
sense  of  urgency  to  diplomatic  efforts  to  arrange  peace 
talks.  Yugoslav  army  artfllery  hammered  positions  held  by 
the  Kosovo  Liberation  Army  (KLA)  near  the  northern  town 
of  Fodujevo. 

Nato  is  today  expected  to  threaten  force  if  Belgrade 
rejects  a peace  initiative  fikely  to  be  announced  by  the  six- 
nation  Contact  Group  in  Paris  tomorrow.  Nato  may  also 
demand  that  Belgrade  puli  back  army  units  to  barracks 
and  withdraw  some  1,000  members,  of  special  police  units. 
“We  have  been  working  to  quicken  sane  political  solution 
and  also  to  keep  in  mind  what  can  be  done  through  toe 
threat  of  use  of  force,”  Madeleine  Albright,  the  US  secre- 
tary of  state,  said  in  Cairo. 

if  Belgrade  and  the  Kosovo  Albanian  leadership  agree  to 
talks,  toey  wifi  be  presented  with  a plan  that  would  give 
Kosovo  substantial  autonomy  for  an  interim  three-year 
period,  but  not  the  independence  demanded  by  the  KLA. 

ChrisHBl,  the.US  envoy,  yesterday  met  KLA  command- 
ers in  the  central  Drenica  region  in  an  attempt  to  persuade 
them  to  join  the  peace  process.  Ibrahim  Rug  ova,  the 
elected  leader  of  toe  Kosovo  Albanian  majority,  and  the 
Yugoslav  government  have  indicated  they  are  ready  to 
restart  dialogue.  Guy  Din  more,  Belgrade 

HOLOCAUST  ASSETS 

Clash  oyer  cost  of  search 

Paul  Votcker,  the  former  US  Federal  Reserve  chairman, 
yesterday  dashed  with  Swiss  bankers  who  estimated  that 
the  cost  of  his  committee’s  search  for  the  Swiss  bank 
accounts  of  Holocaust  victims  could  be  as  much  as 
SFrlba  He  said  that  the  Investigation  had  only  cost 
SFrt60m  ($1 15m}  to  date. 

Swiss  bankers  have  become  increasingly  concerned  at 
the  mounting  cost  of  an  investigation,  which  has  turned  up 
an  estimated  SFriOOm.  Several  smaller  cantonal  banks 
have  threatened  to  suspend  payments  of  the  auditors' 
fees. 

More  than  400  auditors  from  the  world's  top  five 
accounting  firms  have  been  combing  2.5m  Swiss  bank 
accounts  In. a bid  to  find  unclaimed  assets  of  Holocaust 
victims.  At  a' press  conference  in  Zurich  yesterday,  Mr 
Volcker  refused  to  disclose  how  much  money  had  been 
fowfo,  but  said:  “If  we  found  no  dormant  accounts  and  the 
investigation  cost  SlOOm,  it  would  still  be  a great  victory 
for  the  Swiss  banks."  He  said  the  Investigation’s  purpose 
was  to  "dean  up  the  record  of  Swiss  banking",  he  said 
Wifiiain  Han,  Zurich 


GIBRALTAR  DISPUTE 

Spanish  fishermen  arrested 

Gibraltar  and  British  police  seized  a Spanish  fishing  boat 
yesterday  and  arrested  Us  crew,  sparking  an  outcry  from 
Spain,  which  raid  it  would  not  tolerate  harassment  of  its 
fishing  boats  by  the  British  colony. 

Spanish  authorities  said  toe  Pirana's  14-strong  crew 
were  charged  with  illegally  fishing  with  nets  in  British 
waters.  They  were  later  released  on  bail  of  £300  ($495} 
each  and  told  to  reappear  on  February  lo.  court  sources 

Sfranfeh  officiate  had  rushed  to  Gibraltar  demanding  the 
^s  releasa  They  said  toe  arrests  showed  that  GtoraSr 
was  falling  to  keep  promises  made  by  toe  Spanish  and 
British  governments.  Reuters,  Madrid 

SWEDISH  ECONOMY 

■■■■  f llMH,,.-  W.  — 

Currency  rating  raised 

Rtch.iBCA.  the  international  credit  rating  agency  vaster 

***£*!  .S™*fen’s  longterm  foreign 

one  notch  m tribute  to  the  country’s  fiscal  dteddinn^H 

Flteh  iBCA  said  the  upgrade,  from  AA-  to  AA.  reflected 
the  feet  that  toe  country's  budget  deficit.  wWr* 

12  per  cent  of  gross  dom^pre^  ^ ^ * 

turned  Into  a raiplus  last  year,  while  inflation  w^ose  tn 

zero,  it  was  also  encouraged  by  the  moderat™^  IT.-” 
opp«Wpn  to 
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Kremlin  denies  rift 
with  Primakov 


EUROPE 


CENral  bank  new  governor  reverses  two-year-old  direction  in  loan  costs  to  offset  slowdown 
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By  John  ThomWll  in  Moscow 

Th!  j Russian  media 
yesterday  indulged  in  an 
orgy  of  speculation  about 
Bons  Yeltsin's  political 
future  as  the  ailing  president 
instructed  his  security  coun- 

^ 5?,-^?  ^P5  to  guarantee 
stability  m the  country. 

The  clamour  reached  such 
a pitch  that  the  Kremlin  was 
forced  to  deny  there  had 
been  any  rift  between  the 
president  and  Yevgeny  Pri- 
makov. the  prime  minister, 
who  yesterday  held  brief 
talks  with  Mr  Yeltsin  in  hos- 
pital. 

The  commotion  began  ear- 
lier this  week  when  the 
Sevodnya  newspaper  pub- 
lished a letter  from  Mr  Pri- 
makov to  Gennady  Selez- 
nyov, the  speaker  of  the 
lower  house  of  parliament, 
suggesting  a compromise 
solution  to  defuse  tensions 
between  the  different 
branches  of  power. 

Mr  Primakov  proposed 
that  the  Duma  should  drop 
impeachment  proceedings 
against  the  president  and 
adopt  a law  securing  the 
perks  and  privileges  of  for- 
mer presidents.  In  turn,  the 
president  would  promise  not 


to  dissolve  parliament  nor 
sack  his  government  before 
the  end  of  the  year. 

Grigory  Yavlinsky,,  leader 
of  the  liberal  Yabloko  party, 
summed  up  the  proposals  as 
a case  of  “you  don't  touch 
us.  and  we  won’t  touch  you". 

Similar  compromise  pro- 
posals have  been  floated 
before,  most  notably  when 
Mr  Yeltsin  was  trying  to 
cajole  parliament  into 
accepting  the  reappointment 
of  Victor  Chernomyrdin  as 
prime  minister  in  August. 
But  they  were  given  added 
spice  this  week  as  it 
appeared  that  Mr  Primakov 
was  reviving  the  proposals 
on  his  own  initiative. 

The  Russian  press 
reported  that  the  presiden- 
tial administration  was  in  a 
panic  when  it  first  learnt  of 
Mr  Primakov’s  letter.  Sev- 
eral  commentators 
suggested  he  might  have 
been  trying  to  assert  his  own 
political  influence  and  pre- 
pare for  an  orderly  succes- 
sion of  power.  As  prime  min- 
ister, Mr  Primakov  would 
temporarily  take  over  the 
presidency  If  Mr  Yeltsin 
were  physically  incapable  of 
running  the  country. 

Mr  Primakov,  a former 


MV. 
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Heavy  Kosovo  fighting 
I spun  effort  to  hold  talks 


u Italy  to  aim 
■for  balanced 
budget  in  2002 
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By  Janies  BHtz  in  Rome 

The  Italian  government 
yesterday  said  it  would  aim 
to  achieve  a balanced  budget 
in  2002,  but  strongly  hinted 
that  it  might  fail  to  meet  the 
target  because  of  cyclical 
economic  factors. 

In  spite  of  lower  than 
expected  economic  growth  in 
1998.  Carlo  Azeglio  Ciampi, 
treasury  minister,  issued  a 
note  stating  that  Italy  aimed 
to  eliminate  its  budget  defi- 
cit “in  structural  terms" 
over  the  course  of  the  next 
three  years. 

But  Mr  Ciampi  stressed 
that  the  budget  deficit  for 
2002  could  be  affected  by 
cyclical  economic  factors, 
■such  as  higher  welfare  pay- 
ments and  lower  than  expec-' 
ted  tax  receipts. 

"If  over  the  next  three 
years,  the  economic  cycle 
turns  out  to  be  better  than 
expected,  we  could  have  a 
slight  surplus,"  he  said.  “If 
on  the  other  hand,  the 
course  of  the  economy  is 
worse  than  expected,  we 
could  have  a slight  deficit” 

Mr  Ciampi ’s  comments 
were  aimed  to  reassure 
Italy’s  partners  in  the  single 


European  currency  that  the 
country's  public  finances 
remained  under  tight  control 
in  spite  of  last  year's  poor 
growth  performance.  The 
goal  of  a balanced  budget 
over  the  medium  term  is  at 
the  heart  of  the  growth  and 
stability  pact  to  which  all 
euro-zone  members  must 
adhere. 

Mr  Ciampi  said  in  Brussels 
earlier  this  week  that  Italy’s 
1998  budget  deficit  target  of 

2.6  per  cent  of  gross  , domes- 
tic product  should  be  “sub- 
stantially met” 

However,  the  final  figure 
will  not  be  known  until  the 
end  of  February  and  senior 
officials  say  they  are  still 
uncertain  of  the  precise  out- 
crane.  On  Wednesday,  Mas- 
simo D'Alema,  prime  minis- 
ter, told  . Milanese 
industrialists  he  expected  a 
deficit  to  GDP  “in  the  area  of 

2.7  per  cent  or  2JS  per  cent". 

However,  concern  still 

focuses  on  the  growth  out- 
look for  1999.  Speaking  in 
Brussels,  Mr  Ciampi  said 
“we  have  to  reduce  our 
growth  forecast  for  1999", 
adding  that  growth  was 
likely  to  be  “no  more  than  2 
per  cent". 
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Slovakia  seeks 
UK  support 
for  EU  entry 
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By  Kevin  Done, 

East  Europe  Correspondent 

Slovakia  yesterday  sought 
UK  suf^ort  in  its  diplomatic 
offensive  to  persuade  Euro- 
pean Union  member  states 
to  bring  it  into  the  first  wave 
of  east  European  countries 
negotiating  membership  of 
the  EU. 

Eduard  Kukan,  Slovak  for- 
eign minister,  yesterday  met 
Robin  Cook,  the  British  for- 
eign secretary,  and  George 
Robertson,  the  defence  secre- 
tary. as  Slovakia  intensified 
its  campaign  to  catch  up 
with  its  neighbours  Poland, 
Hungary  and  the  Czech 
Republic,  which  began  acces- 
sion negotiations  last  year. 

Mr  Kukan  said  in  London 
yesterday  that  Slovakia  was 
becoming  increasingly  “frus- 
trated" by  the  EU's  lack  of 
recognition  of  the  reforms 

carried  out  by  the  new  coali- 
tion government  formed  last 
autumn. 

Slovakia  was  the  only  one 
of  the  10  candidate  countries 
from  eastern  Europe  to  be 
excluded  in  1997  for  political 
reasons  from  the  first  wave 
of  five  countries  chosen  to 
open  negotiations. 

The  EU  was  concerned 
about  Slovakia’s  sD-called 
“democratic  deficit"  under 
the  government  of  Vladimir 
Mcciar.  who  was  . heavily 
criticised  for  undermining 
democratic  institutions  and 
minority  rights.  Slovak* 
became  increasingly  isolated 
and  was  left  out  of  the  group 
of  east  European  countries 
Joining  the  Organisation  for 
Economic  Co-operation  and 


Development  (OECD)  and 
Nato. 

The  Medar  government 
suffered  a heavy  defeat  in 
last  autumn's  general  elec- 
tion, however,  and  the  four- 
party  coalition  government 
led  by  Mikulas  Dzurinda  has 
moved  quickly  to  push 
through  reforms  aimed  at 
answering  the  earlier  criti- 
cisms of  the  international 
community. 

Mr  Kukan  said  that  : 
reforms  implemented  in  the 
Slovak  parliament  meant 
that  opposition  parties  held  , 
the  chairmanship  of  6 of  IB 
parliamentary  committees, 

including  the  main  intelli- 
gence committees. 

The  government  had 
moved  to  end  the  political 
stalemate  that  had  left  the 
country  without  a president 
for  the  past  year  with  the 
result  that  a direct  election 
for  president  would  be  held 
towards  the  end  of  May  or  in 
early  June. 

Minority  rights  had  been 
improved  by  the  inclusion 
for  the  first  time  of  ethnic 
Hungarian  political  parties 
in  the  coalition  government. 
In  addition,  a minority  lan- 
guage law  was  being  pre- 
pared that  would  allow  the 
Hungarians  to  use  their  own 
language  in  official  commu- 
nications with  local  authori- 
ties. 

Mr  Kukan  said  he  expec- 
ted that  a breakthrough 
would  be  achieved  before  the 
end  of  1999.  which  would 
allow  Slovakia  to  Join  the 
EU  at  the  same  time  as  Hun- 
gary, the  Czech  Republic  and 
Poland. 


spymaster  and  foreign  minis- 
ter.. is  renowned  as  an 
extraordinarily  cautious  pol- 
itician who  would  be 
unlikely  to  stir  up  such  con- 
troversy without  knowing 
where  it  would  end. 

Yesterday,  the  Kremlin 
forcefully  spelled  out  Mr 
Yeltsin's  position,  saying  he 
would  never  countenance 
any  changes  to  the  1993  con- 
stitution, in  effect  ruling  out 
the  possibility  of  a compro- 
mise deal. 

"The  president’s  funda- 
mental position  is  that  the 
constitution  enshrines  the 
rights  of  all  branches  of 
power,  including  the  presi- 
dent.  He  is  not  renouncing 
his  rights  and  he  does  not  | 
intend  to,"  said  Dmitry  Yak- 
ushkin,  the  presidential 
press  secretary. 

The  Kremlin  added  that 
Mr  Yeltsin  and  Mr  Primakov 
were  fully  in  accord  in  terms 
of  political  strategy  although 
the  prime  minister  had  been 
given  freedom  to  work  out 
his  tactics, 

Mr  Yaknahkin  also  said 
Mr  Yeltsin  had  recovered 
sufficiently  from  his  bleed- 
ing ulcer  to  contemplate 
leaving  hospital  by  the  end 
of  the  week. 


ISorway  cites  euro 
as  interest  rates  cut 


By  Valeria  taw  in  Osio 

Norway  yiterday  cut  its 
principal  iD?rest  rates  with 
effect  from  today.  Svein 
Qjedrem,  tbicentral  bank's 
new  govert.r,  died  the 
interest  rat  differential 
compared  wit  the  euro,  a 
tight  governnjijt  budget  for 
1999  and  reducons  in  price 
and  wage  inflaoa  over  the 
past  five  month; 

The  rate  cuts-  o.50  per- 
centage points  • 7.60  per 
cent  and  9.50  pt  cent  on 
deposit  and  overngjt  lend- 
ing rates  respective*,  comes 
only  weeks  into  lr  Qjed- 
rem's  six-year  term  Under 
-his  predecessor,  Kjq  stor- 
vik,  rates  were  raisei  seven 
times  last  year  as  tbi  econ- 
omy suffered  rising  infiti  on- 
ary  pressure,  generous  vage 
settlements,  falling  oil  Mces 
and  a weakening  krone. 

The  currency  sured 
against  the  euro  late  yes*r- 
day  afternoon  to  8.5615  nr 
euro  from  8^903  just  befoe 
the  cut.  as  marker 
applauded  Mr  Gjedrem  i 
boldness  In  cutting  rates  U 
offset  signs  of  an  economic 
slowdown. 


In  an  interview  before  the 
rate  cut  was  announced,  the 
new  governor  played  down 
expectations  of  any  link  with 
the  euro,  the  European 
Union's  new  single  currency, 
in  spite  of  talks  last  week  on 
possible  currency  coopera- 
tion between  Kjell  Magne 
Bondevik.  the  prime  minis- 
ter, and  European  Commis- 
sion officials.  They  agreed  to 
creete  a panel  of  experts  to 
study  stabilising  the  euro- 
krone exchange  rate.  Nor- 
way voted  against  EU  mem- 
bership in  1994. 

Mr  Giedrem  said  the  gov- 
ernment bad  not  raised  the 
prospect  of  a return  to  an 
exchange  rate  policy  follow- 
ing the  decision  taken  last 
year  to  allow  the  krone  to 
float. 

In  the  absence  of  such  a 
policy,  the  new  governor 
said:  “It  would  not  have  very 
much  economic  meaning  to 
have  a deal  or  agreement 
with  the  European  Central 
Bank  on  Interventions,  when 
[the  Norwegian  central 
bank]  itself  does  not  have  an 
obligation  to  intervene." 

Norway's  confederation  of 
business  and  industry,  a pro- 


ponent of  a closer  link  to  the 
euro,  would  like  the  country 
to  adopt  a policy  similar  to 
its  Danish  counterpart 
which  seeks  to  keep  the  Dan- 
ish krone  trading  within  a 
narrow  band  either  side  of  a 
central  rate  against  the  euro 
(the  so-called  ERM-2 
arrangement).  But  Mir  Gjed- 
rem is  reluctant  to  discuss 
whether  he  might  be  open  to 
that  suggestion. 

Meanwhile,  economists  in 
Oslo  had  experted  that  the 
changing  of  the  guard  would 
soon  lead  to  an  interest  rate 
cut  Many  bad  argued  that 
Norway’s  economic  outlook 
did  not  justify  such  a large 
differential  between  Norwe- 
gian and  EU  interest  rates  of 
3 per  cent. 

Mr  Gjedrem  went  out  of 
his  way  to  emphasise  conti- 
nuity in  monetary  policy. 
But  with  just  a few  weeks 
before  the  bank  governor's 
much-awaited  annual 
speech,  the  financial  commu- 
nity will  be  looking  to  see 
whether  there  are  any  signs 
that  the  new  central  bank 
governor  will  bring  further 
changes  as  the  Norwegian 
economy  enters  a period  of 


Svdn  Gjedrem:  played  down  expectations  of  any  Bnk  with  the  euro 


weaker  growth  following 
five  years  of  cyclical  expan- 
sion. So  Car,  the  signals  from 
the  new  governor  do  not 
indicate  he  wfll  be  seeking 
any  substantial  changes  in 
the  short  term. 

“If  the  exchange  remains 
stable  and  wage  and  price 
inflationary  pressure  comes 

down If  an  the  problems 

are  solved,  then  the  situa- 


tion would  be  changed."  he 
said. 

The  signals  from  the  new 
governor  appear  to  point  to  a 
period  of  consolidation 
rather  than  radical  change  - 
at  least  in  the  near  term. 

Mr  Gjedrem  appears  happy 
with  that  verdict:  ‘I'm  a civil 
servant.  Civil  servants  aren’t 
supposed  to  be  revolution- 
ary.” 


In  Taiwan,  we  awarded  a Symbol  of  Excellence 
to  give  you  a touch  of  genius. 
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The  PPC  - 1 02T  b tiaaUy  suited  for  aEtooch  screen  mutUmodia 
operations:  In  schools,  stores,  hospitals,  banks,  airports,  data 
cantos. 


There's  a world  of  creativity  at  your  fingertips  with 
Advantech's  slim  touch  panel  PC.  It  integrates  a full 
function  PC  board  into  an  LCD  display,  which  is  one  reason 
it  won  our  Symbol  of  Excellence. 

Through  innovative  design  and  simplicity  of  assembly. 
Advantech  is  aJso  creating  products  that  offer  excellent 
value.  Innovahie,  we  call  it. 

To  learn  more  about  Symbol  of  Excellence  products,  or 

c 

the  benefits  of  sourcing,  designing  or  manufacturing  in 
Taiwan,  contact  us  by  fax,  email  ot  through  the  Internet. 
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Private  lending  to  emerging  market: 
expected  to  plunge  further  this  year 


EdAv,  In  London 

Voluntary  private  sector 
lending  to  emerging  markets 
could  drop  to  just  $5bn  this 
year  as  banks  continue  to 
pull  out  of  Asia  and  Latin 
America. 

New  estimates  from  the 
Institute  of  International 
Finance,  an  association  of 
300  of  the  world's  largest 
financial  institutions,  show 
net  lending  from  private 
creditors  plunged  to  |38-Gbn 
last  year  from  *196.1bn  In 
1996. 

This  year,  private  sector 
tending  Is  projected  to  halve 
again  to  just  *VMbn  - and 
$12bn  of  this  is  Interest 
arrears,  rather  than 
voluntary  lending  by 
banks. 

“We  are  at  a turning 
point, " said  Bill  CUne,  the 
HP’s  chief  economist.  "We 
are  about  to  find  out 
whether  the  credit  market, 
which  was  so  robust  In  the 
mid  1990s,  has  seized  up,  or 
whether  it  will  return  to  its 
former  dynamism." 

In  a separate  study  of 
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what  went  wrong  In 
emerging  markets  last  year, 
the  IIF  acknowledged  that 
part  of  the  blame  lay  with 
bad  lending  and  investment 
judgments,  rather  than 
simply  with  poor 
government  economic 
policies. 

"Both  borrowers  and 
lenders  must  do  a better  job 
if  the  problems  of  the  last  18 
months  are  not  to  be 
repeated,"  said  John  Bond, 
the  EEF’s  chairman  and 
chairman  of  HSBC  Holdings. 
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the-  large  UK-based 
bank. 

Mr  Band  said  part  of  the 
drop  in  bank  lending 
reflected  a fall  In  demand  for 
loans,  rather  than  simply 
banks  turning  off  the  supply 
ofloans. 

But  the  IIF  warned  against 
efforts  by  the  International 
Monetary  Fund  to  make 
private  sector  lenders  share 
the  burden  of  reviving 
economies  in  crisis  by 
lending  them  more  money 
even  if  they  were  still  in 
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arrears  on  their  private 
debts. 

This  would  be 
counter-productive,  making 
it  harder  for  countries  in 
crisis  to  regain  access  to  the 
financial  markets. 

The  IIF  estimates  foreign 
equity  investors’  losses  in 
Asia  and  Russia  at  about 
S240bn,  with  banks  losing 
about  360bn  and  other 
foreign  creditors  about 
8501m. 

On  that  basis,  it  argues 
that  the  "moral  hazard" 


IMF  dips  its  toes  into  Nigeria's  uncertainAvaterr 


Africa's  most  populous  country  is 
returning  to  democracy  and  the  arms  of 
the  international  donor  community,  report 

Michael  Holman  and  Tony  Hawkins 


Nearly  seven  years  after 
their  last  agreement 
with  Nigeria’s  military 
government  collapsed,  the 
International  Monetary 
Fund  is  back  in  town. 

Just  18  weeks  before  the 
soldiers  are  due  to  hand 
back  power  to  an  elected 
civilian  government  Africa's 
most  populous  nation  will  be 
trying,  with  the  Fund's  assis- 
tance, once  again  to  over- 
come the  corruption  and 
mismanagement  that  has 
seen  it  squander  SZSObn  of 
oil  earnings  over  25  years. 

Provided  Nigeria  meets 
programme  targets  during  a 
period  of  formal  monitoring, 
say  Fund  officials,  it  should 
qualify  for  an  enhanced 
structural  adjustment  facil- 


ity of  glbn.  This  would  pave 
the  way  for  negotiations 
with  the  Paris  Club  of  offi- 
cial creditors  for  reschedul- 
ing their  S20.6bn  share  of  the 
country's  external  debt,  put 
at  829bn  to  $3lbn. 

Ismaila  Usman,  finance 
minister,  hopes  this  time- 
table will  be  shortened  so 
that  an  IMF.  loan,  a debt- 
rescheduling  agreement  with 

the  Paris  Club  and  a donor’s 
consultative  meeting  could 
be  concluded  before  the  civil- 
ians take  over  at  the  end  of 
May.  This  would  enable 
Nigeria  to  close  its  |lbn- 
81-Sbn  financing  gap  for 
1999. 

Although  previous  deals 
failed  after  the  military 
reneged  on  its  pledges,  this 


time  it  could  be  different, 
say  Nigerian  officials.  Differ- 
ent, partly  because  after  16 
years  In  power  the  soldiers 
are  on  their  way  back  to  the 
barracks,  but  also  because 
Nigeria’s  economic  plight 
has  deepened  to  the  point 
where  radical  surgery  is  now 
essential. 

The  oil  price  has  virtually 
halved  since  the  last  IMF 
agreement  a decade  ago,  the 
Infrastructure  is  on  its  last 
legs,  and  the  naira,  worth  a 
dollar  in  the  early  80s,  buys 
little  more  than  a cent  today. 

New  problems  have  added 
to  the  formidable  challenge 
awaiting  the  victor  of  next 
month's  presidential  elec- 
tions. The  Nigerian  army  is 
engaged  in  a debilitating 
peace-keeping  mission  - 
which  it  is  in  no  shape  to 
finance  - in  Sierra  Leone. 

At  home,  an  estimated  10 
per  cent  df  oil  production  is 
closed  down  in  the  Delta 


region  where  radical  yot ml 
protesters  are  demandire 
effective  action  to  reverie 
environmental  degradation 
and  a more  equitable  sir- 
ing of  oil  revenues.  ~r 
Meanwhile,  a fragile /an- 
sltion  to  civilian  rut  is 
under  way  - diverting  yitten- 
tion  and  resources  away 
from  the  economic  crisis. 
Although  the  process  now 
looks  irreversible,  interna- 
tional monitors  wim  that 
much  could  still  gtrwrong. 

The  electoral  agister  is 
Inflated;  it  is  undear  which 
of  two  constitutions  will 
finally  be  applied  on  Febru- 
ary 27:  the  formidable  logis- 
tics are  unlikely  to  be  tack- 
led efficiently,  leaving  the 
way  open  for  cries  of  foul 
and  subsequent  legal  chal- 
lenges. 

Hopes  that  the  election 
win  end  uncertainty  so  that 
businessmen  can  make 
long-term  investment  deci- 


sions are  unlikely  to  be  real- 
ised. Instead,  the  Installation 
of  a civilian  president  at  the 
end  of  May  may  well  mark 
the  start  of  a wide-ranging, 
protracted  constitutional 
debate  about  regional  auton- 
omy and  the  need  for  a fairer 
formula  for  sharing  oil  reve- 
nue - which  accounts  for  95 
per  cent  of  exports,  two- 
thirds  of  government  reve- 
nue and  35  per  cent  of  GDP. 

In  his  seven  months  at  the 
helm,  Abdulsalami  Abu- 
bakar  has  done  enough  to 
get  the  reform  movement  on 
the  road  - abolishing  the 
dual  exchange  rate  and  the 
domestic  fuel  price  subsidy, 
promising-  central  bank 
autonomy,  and  cutting  some 
public  sector  spending. 

But  the  full  adjustment 
Impact  of  last  year's  steep  cal 
price  decline  has  still  to  be 
felt,  say  bankers,  most  of 
whom  expect  the  naira  to 
drift  from  its  current  level  of 
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may 


delay  takeovers 


• argument,  that  pule  sector 
rescues,  encouraglnvestors 
to  think  they  canft  off  scot 
free  if  the  countmhey  have 
put  their  money  / collapses, 
Is  exaggerated.  / 

"Private  sect  losses  in 
these  economi«uggest  that 

it's  very  tally  the  lesson 
investors  w if  take  from 
these  crises/  that  there 
Is  no  risH  Mr  Cline 
said.  J 

The  HF  ejections  show 
equity  ils  fitment  In  1 
emerging  farkets  holding 
up  relatiw  well.  Direct 
equity  im/tments  - mostly 
purchases  of  companies  by 
foreign  Byers  - is  forecast 
to  remp  above  HOObn. 
PortfoliAnvGstment  - share 
purchab  by  institutional 
investp  - should  pick  up 
after  fet  year's  slump  to  a 
net  u.7bn. 

Ta  institute  also  projects 
a rtrival  in  net  flows  of 
pri/te  sector  finance  to 
A bL  with  buoyant  equity 
inJestment  more  than 
oftetting  a continued 
nhdrawal  of  bank  and 
ifiCT  lending. 


By  Clay  Hants  fn  London  and 
John  Aufinre  In  New  Yoric  . 


Deutsche  Bank's  concern 
that  fears  about  the  millen- 
nium bomb  could  delay 
implementation  of  its  pro- 
posed 810. lbn 'takeover  of 
Bankers  Trust  has  been 
greeted  with  surprise  by  US 
regulators:  ' . 

A senior  Deutsche  Bank 
executive  said  this  week 
that,  if  the  deal  was  not 
approved  by  June  80,  the 
bank  believed  it  might  be 
asked  by  the  US  Federal 
Reserve  not  to  integrate 
information  technology 
operations  until  next  year  to 
avoid  any  risk  of  Year  2000 
computer  failure. 

The  remarks  by  Josef  Ack- 
ermann.  Deutsche’s  manage- 
ment board  member  respon- 
sible for  corporate  and 
investment  banking,  high, 
light  a debate  among  invest 
ment  bankers  in  the  US  and 
Europe  about  whether  year 
2000  fears  win  inhibit  merg- 
ers and  acquisitions  activity, 
especially  In.  the  second  half 
of  1999. 

While  the  Fed  did  not  com-. 
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meat  on  Mr  Ackermann's 
remarks,  other  regulators 
suggested  it  Would. not  nor- 
mally .Involve  itself  in  the 
details  n?  mtmwgmnarrt  in  ffifl 
way  he  suggested. 

The  Fed  has  signalled  in 
recent  weeks  it  Is  cautiously 
optimistic  that  Year  2000  dis- 
ruption will  not  be  as  great 
as  some  had  feared.  Boger 
Ferguson,  a Fed  governor, 
said  earlier  thfa  month  the 
US  was  "likely  to  see  some 
disruptions  of  economic 
activity  because  of  year  2000 
problems  but  the  effects  are 
likely  to  be  temporary,  and 
quickly  reversed”. 

In  the  UK,  the  Financial 
Services  Authority  said:  "We 
have  no  fixed  deadline,  but 
where  banks  wish  to  merge, 
they  need  to  satisfy  U9  that 
the  merger  wifi  not  disrupt 
their  preparations  .for  the 
year  2000.” 

The  Issue  divides  merger 
and  acquisition  specialists. 
Who  have  just  enjoyed' a 
record  year  for  global  take- 
over activity  and  seen  1999 
get  off  to  a roaring  start. 

- Some,  such  as  Rory  Tap- 
ner,  head  of  equity  capital 


markets  at  Warburg  Dffion 
Read,  believe  few  buyers  will 
want  to  take  on  new  acquisi- 
tions in  the  second  half. 

Richard  Sapp,  Goldman 
Sachs'  head  of  M&A  for 
Europe,  agrees  that  Year 
2000  foars  may  affect  timing, 
and  Bernard  Taylor,  head  of 
corporate  finance  at  Robert 
Fleming,  has  already  seen 
clients  not  proceed  with 
for  the  time  being. 

- "Wherever  there's  an 
uncertainty  factor,  there's 
an  effect,"  said  Don  Meltzer, 
head  of  European  M&A  at 
Credit  Suisse  first  Boston. 

' but  he  believed  activity  was 
more  vulnerable  to  other  fac- 
tors such  as  share  price  vola- 
tility. 

But  John  Deans,  an  invest- 
ment hflwWng  director  at 
NJJ.  Rothschild,  said:  “On  a 
list  of  'cons'  In  doing  a trans- 
action, I don’t  think  it  would 
rank  that  high."  As  to  Year 
2000  apprehensions  prevent- 
ing a deal  from  going  ahead. 
Philip  Keevil,  head  of  Euro- 
pean M&A  at  Salomon  Smith 
Barney,  said:  “X  haven't 

rrtmn  aCTOSS  it,  and  no  One 

else  [at  Salomon]  has." 
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NB6  to  the  dollar  to  around 
about  N100  to  Nll'O  by 
Christmas. 

The  new  president  fearful 
of  the  potential  social  conse- 
quences of  currency  devalua- 
tion will  have  to  choose 
between  leaving  the  naira  to 
find  its  own  level  or  using 
foreign  reserves  hf  over 
more  , than  $6bn  and  tight 
monetary  policy  to  hold  the 
overvalued  currency. 

It  requires  a huge  leap  of 


faith,  says  one  western  dip-, 
lomat,  to  believe  that  - the 
incoming  government  can 
end  military  involvement  in 
Sierra  Leone,  sort  out  the 
crisis  in  the  Delta,  Imple- 
ment tough  economic 
reforms  that  strike  at  the 
very  heart  of  Nigeria’s  all- 
pervasive  political  patronage 
system,  - while  coping  with 
the  country's  worst  eco- 
nomic crisis  since  indepen- 
dence in  I960: 


As  in  the  past,  Nigerian 
leaders  warn  warn  that  with- 
out rapid  and  substantial 
debt  relief  Nigeria's  battered 
society  will  implode. 

This  time  round,  however, 
their  case  may  be  more  com- 
pelling, and  creditors  are 
starting  to  ask  themselves 
.whether  the  new  govern- 
ment' 1s  capable  of  keeping 
the  promises  Gen  Abubakar 
has  made  on  its  behalf  with- 
out outside  help. 


www.FT.com 


FINANCIAL  TIMES 


Conferences 


UK  Pensions 


The  FT  UK  Stakeholder  Pensions  Conference 


11  March  1999  - London 


Ar*  y™  concm71t<i  how  Government's  proposed  stakeholder  pension  may  impact 
your  existing  company  schemes  or  are  you  looking  at  how  your  organisation  can 
aka  advantage  of  the  new  pension?  This  event  will  provide  a unique 
opportunity  to  meet  and  listen  to  those  actively  Involved  In 
designing  and  Implementing  stakeholder  schemes. 


SPEAKERS  INCLUDE 


Mr  Tom  Rosa 
Principal  A Actuary,  Am  Consulting 


The  Rt  Hod  Frank  Field, 


Mr  Chris  Evans 

Policy  Manager,  Department  cf  Social  Security 


Mrs  Caroline  Instance 
iJnef  Executive,  Occupational  Pensions  Regulatory  Authority 


_ Mr  Stewart  Ritchie 

Director  I Pensions  Development),  Scottish  Equitable 


Mr  Andrew  Young 

Directing  Actuary.  Government  Actuaries  Department 


Mr  Richard  Stroud 

Chief  Executive  Officer,  The  Pensions  Trust 


_ , Mr  Nick  Page 

Senior  Policy  Advisor.  Human  Resources  Directorate,  CB1 


„ . , Mr  Julian  Richards 

Head  of  Research,  Amalgamated  Engineering  A Electrical  Union 
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Mr  Robert  Nottall 

Head  of  Compensation  A Benefits,  BBC 


Mr  Rodney  Baker  Bates 
Mane^  Oitt^  GtfrparattfBuhias;  Pmdtntial  Corporate 

Pensions 


Mr  Geof  Pearson 

Group  Pauloni  Manager,  Sainsbury's 


Mr  Marc  Homme] 
Managing  Director:  Liberty  Pensions 
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One  currency, 
many  issues 


To  register  NOW  fax  this  form  to  us  on:  +44  (0)171  8 73  3067  or  visit,  www.ftconfrn.-ri cos.com 
FT  Conlct+no".,  Number  One  Sotrchv/.arlt  Bridge.  London  SE  I 9HL,  UK  Tel:  + 14  (0)  I 7 I 373  3375 


FT.com’s  constantly  updated 
Emu  special  report 

Whether  or  not  you  expect  to  do  business  in  euros 

FT.com’s  special  report  will  keep  you  one  step  ahead. 

It  brings  you  the  day’s  top  news  stories,  near  real-time 

market  data  and  the  background  you  need  to  understand 
the  issues.  u 

http://www.ft.com/emu/home.htm 

FT.com:  where  information  becomes  intelligence 
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NEWS  DIGEST  ' 


TALKS  AT  WTO 


Ruggiero  formula  fails  to 
bring  banana  breakthrough 

Intensive  consultations  at  the  World  Trade  Organisation 
yesterday  failed  find  a way  forward  in  the  banana  dispute 
between  the  US  and  the  European  Union  that  would  allow 
today's  meeting  of  the  dispute  settlement  body  to  proceed 
without  interruption. 

Caribbean  countries  blocked  the  agenda  of  the  dispute 
settlement  body  earlier  this  week  which  was  scheduled  to 
consider  a US  request  for  WTO  authorisation  to  impose 
$520m  of  sanctions  on  EU  goods.  The  US  claims  the  EU 
has  failed  to  comply  with  WTO  rulings  condemning  Its 
banana  import  regime,  a charge  Brussels  denies.  The 
amended  regime  continues  to  favour  banana  imports  from 
African,  Caribbean  and  Pacific  countries  which  Washington 
argues  harm  US  distributors  of  Latin  American  bananas 
Renata  Ruggiero,  WTO  director-general,  has  been  trying  to 
get  both  sides  to  hgree  to  a formula  under  which  the  US 
would  request  sanctions  and  the  EU  would  simultaneously 
invoke  its  right  to  arbitration  of  the  amount  and  type  of 
goods  involved.  Frances  Williams,  Geneva 

POWER  PROJECT 


EdF  in  Vietnam  talks 

Vietnam  is  to  begin  negotiations  with  Electricity  de  France 
on  the  development  of  a build-operat e-transfer  $400m 
gas-fired  power  plant  at  Phu  My  to  the  east  of  Ho  Chi 
Mfinh  City.  The  700MW  project,  known  as  Phu  My  2.2,  is 
the  centrepiece  of  efforts  try  the  World  Bank  to  promote 
private-sector  infrastructure  funding  in  Vietnam  and  has 
been  under  discussion  for  mare  than  four  years. 

A consortium  headed  by  EdF  and  including  Tokyo  Elec- 
tric, Sumitomo  and  Alstom  was  selected  ahead  of  two  rival 
groups,  ted  by  AES  of  the  US  and  Belgium's  Tractabel. 

EdF  is  expected  to  begin  negotiations  by  March  with  the 
state-owned  utility.  EVN,  and  with  Petrovietnam.  Project 
officials  say  they  hope  an  investment  licence  will  be 
granted  by  the  end  of  the  year.  However,  two  other 
smaller  private  BOT  power  projects  in  Vietnam,  involving 
Finland's  Wartsila  Power  and  Oxbow  Power  of  the  US 
have  become  bogged  down  in  negotiations  over  govern- 
ment guarantees  and  power  and  fuel  supply  contracts. 
Jonathan  BtrchaD,  Hanoi 


WTO  ACCESSION 


EU  backs  Taiwan  deal 

The  European  Union  has  verified  an  agreement  with 
Taiwan  on  the  terms  of  the  island's  accession  to  the  World 
Trade  Organisation,  Taipei  trade  officials  said  yesterday. 
The  EU  is  one  of  the  lest  of  Taiwan's  trade  partners  to 
complete  WTO  bilateral  talks.  Taiwan  has  still  to  conclude 
bilateral  negotiations  with  Canada  which  have  been  stalled 
by  disagreement  on  agricultural  issues.  Taipei  is  also 
waiting  for  Hong  Kong  to  verify  its  accession  agreement 
Taipei  officials  said  they  hoped  to  proceed  with  multilat- 
eral talks  in  March  and  to  win  entry  to  the  WTO  by  tile 
end  of  the  year.  However,  an  informal  agreement  among 
WTO  members  to  ensure  mainland  China  joins  first  could 
stall  Taiwan's  application  as  Beijing's  efforts  to  win  entry 
have  appeared  to  make  little  progress. 

Mure  Dickie,  Taipei 


WORLD  TRADE 

DISPUTE  WITH  US  EXECUTIVE  ACCUSES  US  INDUSTRY  OVER  MOVfrOWARDS  PROTECTION 


Japanese  step 


over 


steel 


By  Alexandra  Harney  in  Tokyo 


The  US  steel  industry  is 
taking  advantage  of  weak- 
ness in  the  US  administra- 
tion during  President 'Bill 
Clinton's  Impeachment  trial 
to  resurrect  protectionist 
policies,  according  to  a Japa- 
nese steel  executive. 

Hiroki  Sasaki,  director  in 
charge  of  exports  for  Nippon 
Steel,  Japan's  leading  steel 
manufacturer,  and  a mem- 
ber of  the  Japan  Iron  and 
Steel  Federation,  warned 
that  US  steel  makers' 
demands  for  government 
protection  would  undercut 
US  competitiveness,  particu- 
larly in  comparison  to  highly 
efficient  Japanese  producers. 

The  United  Steel  Workers 
Union  has  considerable  polit- 
ical influence  and  the  Demo- 
cratic party  was  forced  to 
make  a compromise  with 
th«n  [The  Clinton  adminis- 


tration] has  made  it  into  a 
larger  political  issue  than 
necessary  to  camouflage  the 
problems  between  the  Demo- 
crats and  the  Republicans, " 

Mr  Sasaki  said. 

The  root  of  the  dispute,  he 
argued,  was  the  Inefficiency 
and  mismanagement  of  US 
steel  mills,  he  argued.  US 
steel  makers  were  forced  to 
cut  their  prices  to  sen  inven- 
tories accumulated  during 
the  strike  at  General  Motors, 
and  were  overly  dependent 
on  supply  from  overseas,  he 
said. 

The  job  losses  and  sharp 
decline  in  performance  at  US 
steel  mills  had  nothing  to  do 
with  the  surge  in  -Japanese 
imported  steel,  Mr  Sasaki 
Insisted.  “Layoffs  - they  do 
that  all  the  time.  The  US 
steel  makers  used  them  for 
political  purposes." 

Mr  Sasaki  made  his  com- 
ments as  the  US  moved 


closer  to  announcing  deci- 
sion on  its  investjations 
into  anti-dumping, 
filed  by  US  steel 
era.  His  sentimentiAre  also 
in  keeping  with  thsrlticism 
expressed  by  Japiese  offi- 
cials and  industry Lecutives 
following  Tuesdays  annou- 
cement  that  thewS  would 
revive  the 

of  its  trade  protons. 

The  US  remitted  “Super 

301,"  a measurwhich  would 
give  it  author*  to  indepen- 
dently imprw if sanctions  on 
countries  tha  it  believes 
have  engageJm  unfair  trad- 
ing practicet/President  Clin- 
ton has  a w indicated  he 
might  imise  unilateral 
trade  sanaons  under  Sec- 
tion 301,  apS  trade  law  that 
enables  government  to 
Increase  ftrifEs  or  quotas. 

"We  at  aware  of  the  US 
concemTbut  the  (Japanese 
jtrade  minister  and  (US 


Trade  Representative)  Ms 
(Charlene)  Barshefeky  have 
been  in  close  contact  trying 
not  to  over  politicise  the 
trade  issue."  said  Akltaka 
Saiki,  deputy  spokesman  for 
prime  minister  Reizo  Obu- 
chi. 

Japan's  steel  exports  to 
the  US  have  fallen  sharply 
since  November  - down  Its 
per  cent  by  volume  in 
December  compared  to  the 
year  before  according  to  the 
Japanese  finance  ministry. 
However,  the  nearly  300  per 
cent  surge  in  the  first  11 
months  of  1998  prompted 
calls  for  retaliatory  action 
from  US  steel  manufactur- 
ers. 

Mr  Sasaki  reiterated  the 
Japanese  steel  industry's 
position  that  the  increase  in 
exports  last  year  reflected  a 
surge  in  demand,  particu-. 
Iarly  from  US  steel  makers 
that  could  not  meet  orders 


on  their  own. 

He  maintained  that  the 
collapse  In  market  prices 
was' an  inevitable' result  of 
the  increased  supply  from 
both  Japanese ‘ami  US  pro- 
ducers and  the  near-halving 
of  prices  for  scrap  metal  in 
the  US  market. 

However,  he  added,  that 
while  prices  did  fall.  Japa- 
nese steel  makers  did  not 
ship  steel  at  a loss.  Export- 
ing at  prices,  below  cost  of 
production  is  one  of  the  pri- 
mary conditions  in  a dump- 
ing suit  under  international 
trade  law. 

Mr  Sasaki  said  that  the 
dumping  suit  had  high- 
lighted the  need  for  restruct- 
uring at  US  steel  mills.  He 
™iri  the  Japanese  steel  mar- 
ket was  very  open  to 
imports,  but  that  US  steel 
did  not  meet  Japanese  man- 
ufacturers' quality  standards 
or  delivery  schedules. 


Amazon  eyes  the/unread  and  unheard 


By  Alice  Rawstborn  in  London 


Amazon.com,  the  world's 
biggest  internet  bookseller 
and  music  retailer,  is  consid- 
ering plans  to  launch  Advan- 
tage, the  US  service  whereby 
it  sells  the  work  of  self- 
published  authors  and  inde- 
pendent musicians,  In 
Europe. 

Having  already  destabil- 
ised the  books  and  music 
retail  sectors  with  its  rapid 
expansion,  Amazon  now 
threatens  to  upset  the  bal- 
ance of  power  within  the 


publishing  and  music  indus- 
tries by  developing  Advan- 
tage internationally. 

Amazon,  which  is . still 
loss-making  but  announced 
earlier  this  week  that  it 
achieved  annualised  sales  of 
Slbn  in  the  fourth  quarter  of 
1998.  began  business  three 
and  a half  years  ago  sailing 
books  by  mail  order  over  the, 
internet  It  Introduced  mi 
and  videos  to  its  produ 
range  last  year. 

Having  begun  by  selli 
copyrighted  material 
sourced  from  establis/ed 


boo/  publishers,  Amazon 
launched  Advantage  last 
March  to  enable  aspirant 
aunors  to  sell  self-published 
from  its  US  site,  along- 
le  conventionally  pnb- 
>hed  titles. 

Amazon  saw  Advantage  as 
way  of  extending  its  prod- 
uct range  and  of  competing 
against  the  new  wave  of 
.independent  internet  pub- 
lishers. Patricia  le  Roy’s  The 
Angels  Of  Russia,  a novel 
published  by  Online  Origi- 
nals, a UK  electronic  pub- 
lisher, was  accepted  as  a 


nominee,  but  not  shortlisted, 
for  the  prestigious  Booker 
Prize  last  autumn.  . . 

Advantage  expanded  in 
the  US  last  November  by 
selling  compact  discs  from 
previously  unrecorded  musi- 
cians and  independent 
record  labels  from  the  music 
section  of  Amazon’s  site 
thereby  offering  a similar 
service  to  online  jukeboxes 
such  as  MP3.com  and  Inter- 
net Underground  Music 
Archive. 

Record  companies  are 
already  alarmed  that  hot 


young  acts  will  distribute 
through  these  jukeboxes  in 
future  rather  than  signing 
recorcfing_contract5-  Advan- 
tage poses  an  even  bigger 
threat  because  of  the 
strength  of  Amazon's  brand 
name  and  its  large  customer 
base. 

Amazon  declined  to  com- 
ment yesterday  on  the  tim- 
ing of  Advantage's  European 
debut.  However,  it  is  under- 
stood that  the  service  could 
be  launched  in  the  US  and 
Germany  before  the  end  of 
this  year. 


Imports  this  year  would 
fall  to  1997  levels  or  below. 
Mr  Sasaki  said,  echoing  com- 
ments by  Mr  Ymmo  m 
Washington  recently  tnat  ne 
expected,  a significant 
decline  in  steel  shipments  to 
the  US  this  year. 

But  he  said  the  severe 
market  conditions  and  the 
likelihood  of  further  dump; 
ing  cases  - both  from  the  lb 
and  elsewhere  - had  made  a 
rapid  reform  of  the  bloated 
Japanese  steel  industry 

essential.  With  Japanese 
demand  already  at  its  lowest 
levels  in  nearly  30  years,  the 
US  economy  heading  for  a 
downturn,  and  the  strength- 
ening of  the  yen  against  the 
dollar.  Japan  could  no  longer 
depend  on  export  markets  to 
raise  profits-  This  would 
mean  the  demise  of  one  or 
more  of  Japan’s  big  five  steel 
makers,  he,  said. 

Asia  to 
Europe 
shipping 
rates  rise 

By  Charles  Batchelor, 

Transport  Correspondent 


Asians  urge  US  to  share  internet  cost 


By  NBdtiyo  Nakamob)  In  Tokyo 

A group  of  eight  Asian 
telecoms  carriers  are  calling 
on  US  carriers  to  share  part 
of  the  burden  of  Internet 
traffic. 

KDD,  the  Japanese  carrier, 
Singapore  Telecommunica- 
tions and  other  leading  carri- 
ers in  the  region  have  issued 
a statement  calling  it  “inap- 
propriate" for  internet  ser- 
vice providers  and  operators 
in  the  Asia-Pacific  region  to 


bear  the  entire  cost  ft  inter- 
national interne^  traffic 
between  the  region  and  the 
US. 

The  carriers  said  that  they 
were  concerned  mat  Increas- 
ing demand  for  information 
from  the  Asia-Pacific  region 
means  that  US  internet  ser- 
vice providers  were  "in 
effect  free-riding  on  the  cir- 
cuits and  gateways  provided 
by  the  Asia-Pacific  ISPs”. 

The  costs  of  international 
telephone  traffic  is  generally 


shared  between  the  carriers 
of  both  the  calling  and 
receiving  party.  .But  for  his- 
torical reasons  this  is  not 
the  case  for  internet  traffic. 

When  use  of  the  internet 
began  to  spread,  foreign  car- 
tiers  Initially  wanted  links 
to  the  US  because  informa- 
tion flowed  mainly  from  the 
US  to  other  countries  and 
that  led  to  the  foreign  carri- 
ers bearing  the  costs," 
according  to  a KDD  repre- 
sentative. 


However,  information 
flowing  from  the  US  to 
Japan,  for  example,  has 
risen  steeply  in  recent  years. 
For  example,  in  1696,  infor- 
mation flow  from  the  US  to 
Japan  was  five  times  as 
much  as  that  from  Japan  to 
the  US.  But  last  year  it  was 
only  three  times  as  much,  he 
points  out.  KDD  alone  pays 
US  carriers  several  hundreds 
of  millions  of  yen  in  internet 
costs. 

Between  the  Asia-Pacific 


region  and  Europe  the  costs 
are  shared  by  the  carriers  at 
both  ends.-  Generally,  Euro- 
pean carriers  with  links  to 
the  US  also  shoulder  the 
entire  cost  of  internet  inter- 
connection, although  recent 
alliances  may  have  altered 
that  somewhat  KDD  said. 

The  Japanese  telecoms  1 
company  appealed  to  the  US 
Federal  Communications 
Commission  in  May  1997  but 
has  not  yet  received  a 
response.-  ' 


Indian  software  exports 
exceed  50%  growth  rate 


By  Kristina  Guta  In  Bombay 

India’s  software  exports  are 
growing  at  a blistering  pace 
and  are  expected  to  reach 
RsllObn  (Slfibnj  this  finan- 
cial year,  according  to  a new 
study  by  Nasscom,  the 
industry  body,  released  yes- 
terday. 

This  will  be  the  eighth 
consecutive  year  that  India's 
software  exports  have  grown 
by  more  than  50  per  cent, 
the  report  said.  Many  compa- 
nies are  recording  sales  and 
profits  approaching  an 
annual  rate  of  100  per  cent 
and  have  been  rewarded 
with  explosive  stock  market- 
valuations. 

Last  year.  India  exported 
RsfSbn  in  software  services, 
mainly  to  the  US.  More  than 
40  per  cent  of  exports  came 
from  companies  based  in  the 
four  southern  states  of  India 
- Karnataka,  Andhra  Prad- 
esh, Tamil  Nadu  and  Kerala. 

The  Nasscom  report  esti- 
mates that  Indian  companies 
could  win  up  to  S2-5bn  in 
new  contracts  adapting  com- 


puter systems  to  dates  after 
2000.  on  top  of  the  $2bn 
already  secured.  The  indus- 
try Is  also  poised  to  bag  $3bn 
contracts  to  convert  systems 
to  use  the  euro  over  the  next 
three  years.  Nasscom  hopes 
the  Euro  contracts  will  raise 
the  low  profile  of  India's 
software  industry  in. Euro- 
pean markets. 

The  report  says  Indian 
software  exporters  are  build- 
ing a reputation  for  quality. 
More  than  a 100  companies 
are  accredited  with  the  Inter- 
national Standards  Organi- 
sation (ISO)  or  the  Software 
Engineering  Institute  (SEI). 

Offshore  development  pro- 
jects account  for  an  increas- 
ing share  of  business,  while 
companies  are  investing  in 
research,  brands  and  mar- 
keting to  enable  them  to 
export  software  products. 
Bui  onsite  work  by  Indian 
programmers  paid  by  the 
hour  or  line  of  code  - some- 
times dubbed  body -shopping 
- still  accounts  for  48  per 
cent  of  India's  exports.  This 
may  come  under  pressure 


after  the  wave  Of  year  2000 
and  Euro  contracts 
recedes:  - 

The  Nasscom  report  says 
Indian  software  companies 
should  look  at  the  internet, 
e-commerce  and  off-shore 
business  services  as  alterna- 
tive fast  growing  export 
opportunities. 

It  also  congratulates  the 
government  on  the  recent 
decision  to  liberalise  inter- 
net service  provision.  India 
has  only  _172,000  internet 
subscribers  - though  it  has 
535,000  users.  Nasscom  esti- 
mates the  number  of  sub- 
scribers will  grow  to  8m  by 
2002. 

However,  Nasscom  says 
finance  is  still  a big  obstacle 
for  many  software  exporters. 
India's  banks  insist  on  asset 
collateral  before  extending 
loans.  The  industry  is  also 
concerned:  about  recent 
changes  to  US  regulations. 
These  include  moves  to  force 
Indian  companies  to  pay  US 
salaries  to  employees  work- 
ing in  the  US  on  temporary 
assignments. 


Little  progress  in  talks 
on  data  protection 


By  Emma  Tbctoer  in  Brussels 


The  European  Union  and  the 
US  yesterday  made  limited 
progress  in  talks  to  resolve  a 
potentially  devastating  dis- 
pute over  data  protection. 

But  Mr  David  Aaron.  US 
Commerce  Secretary,  said 
substantial  hurdles  still  had 
to  be  overcome  if  agreement 
was  to  be  reached  ahead  of 
the  June  EU-US  summit 

“We  have  a lot  of  pressure 
on  us.  We  have  a lot  to 
resolve,"  he  said.  Mr  Aaron 
said  extensive  consultations 
with  US  business  and.  indus- 
try had  suggested  a possible 
solution  to  the  two  critical 
areas  of  deadlock. 

“We  have  made  some  prog- 
ress towards  resolving  some 
differences  that  are  still  out- 
standing." said  John  Mogg, 
director  general  of  the  com- 
mission’s single  market 
directorate. 

The  EU  and  the  US  have 
been  struggling  to  find  a 
solution  to  the  dispute  over 
the  EU’s  data  protection 


directive  since  last  summer 
but  failed  to  do  so  before 
October  when  the  EU’s  data 
protection  directive  came 
into  force. 

The  directive  empowers 
national  EU  data  regulators 
to  halt  exports  of  personal 
data  to  countries  which  they 
judge  do  not  have  adequate 
protection  arrangements. 
According  to  EU  regulators, 
the  US  is  one  such  country. 

The  lack  of  concrete 
results  therefore  raised  the 
prospect  of  a serious  disrup- 
tion to  trade  between  the  EU 
and  the  US.  So  far.  EU  mem- 
ber states  have  not  threat- 
ened to  disrupt  transfers  of 
information,  .but  officials 
fear  action  could  be  taken 
any  day. 

The  main  problems  arise 
from  European  suspicions 
that  the  US’s  decentralised 
approach  to  data  protection 
- a mixture  of  law,  regula- 
tion and  self-regulation  - 
does  not  meet  the  standards 
of  Its  new  directive. 

The  US  has  proposed  a 


system  of  “safe-harbours" 
for  companies  that  agree  to 
adhere  to  a set  of  principles. 
Each  orgsfaisation  subscrib- 
ing to  the  safe  harbour  prin- 
ciples would  he  presumed  to 
be  providing  adequate  pri- 
vacy protection. 

Although  the  Commission 
recognises  that  self-regula- 
tion can  provide  effective 
protection,  it  does  not 
believe  that  US  . arrange- 
ments for  ensuring  Individu- 
als have  access  to  personal 
data  held  by  companies  are 
adequate. 

The  US,  worried  that  com- 
panies could  be  plagued  by 
.exaggerated'  requests  for 
information,  has-  proposed 
that  “reasonable  access" 
should  be  granted.  “Requests 
would  be  evaluated  based  on 
their  importance  to  the  indi- 
vidual the  ease  of  retrieval 
and  the  cost  to -the  company. 
This  would  afford  some  safe- 
guard against*  requests 
prompted  by  mere,  curiosity 
- or  spite,"  Mr  Aaron  said 
this  week.  - 


Container  shipping  lines 
accounting  for  60  per  cent  of 
Asia-Europe  shipments  plan 
to  Increase  freight  rates  on 
westbound  sailings  by  at 
least  one-third  this  year. 

- The  increase  is  to  recoup 
part  of  the  sharp  decline  in 
rates  in  recent  years. 

The  lines  are  taking 
advantage  of  the  rise  in 
shipments  from  Asia  to 
Europe  in  the  wake  of  last 
year’s  Asian  economic 
turmoil.  which  depressed 
local  currencies  and  made 
exports  more  competitive. 

The  Asian  economic 
turmoil  cost  the  Far  Eastern 
Freight  Conference  (FEFC) 
lines  3300m  in  lost  revenues 
in  the  i5  months  ended 
December  1998  - 3200m  due 
to  the  need  to  ship  and 
reposition  empty  containers 
and  3100m  In  lost  business. 

The  lines  which  make  up 
the  FEFC,  including  P&O 
Nedlloyd,  OOCL. 
Hapag-LLoyd,  Sea-Land. 
Mitsui  OSK  and  Maersk. 
increased  rates  by  *200  per 
20ft  container  at  the 
beginning  of  January  and 
hope  to  add  a further  3150  in 
April,  the  conference  said. 

Further  increases  in 
westbound  rates  are  planned 


The  lines  are 
taking  advantage 
of  the  rise  in 
shipments  in  the 
wake  of  the 
Asian  turmoil 


for  the  second  half  of 
a separate  deal  c 
sailings  from  Ja] 
Europe,  prices  ha' 
been  increased  by  i 
20ft  container.  Bui 
there  will  be  no. 
increase  in  the  first 
the  year,  prices  m 
again  in  the  second  1 

Rates  on  eas 
sailings,  from  Eui 
Asia,  will  not  be  ir 
because  of  the  sharj 
demand  for  Asian  in 

The  FEFC  lines  e 
further  6-10  per  cent  i 
in  containers  i 
westbound,  to  Eur 
1999,  following  the 
cent  increase  Iasi 
though  the  eas 
volumes  will 
unchanged  after  las 
tall  of  18  per  cent. 

The  sharp  surge  t 
exports  last  year 
capacity  take-u 
westbound  vessels  fn 
98  per  cent.  But  the 
in  Asian  impori 
eastbound  capacity  u 
percentage  points  to 
cent. 

The  rise  in  wes 
cargo  volumes  and  th 
eastbound  shipmer 
disturbed  the  trai 
relationship  between 
flows  and  inc 
shipowners'  costs. 

Westbound  voiumi 
traditionally  exceeds 
eastbound  but  ti 
between  the  two  ro 
500,000  containers  in 
1-Qlm  last  year. 

FEFC  member 
awaiting  details  of  ; 
from  the  Eu 
Commission’s  comi 
directorate  on 
Trans-Atlantic  Can 
Agreement.  This-  is  g 
to  ban  joint  pacts  1 
conference  members 
land  leg  of  inter* 
container  movement) 
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B.*B°_CUBBEWCY  OUTFLOWS  LOSS  OF  $541  m IN  A DAY 

-5  Brazil  lifts  rates  to 
35.5%  as  Real  falls 


THE  AMERICAS 


Tiial  puts  Senate  and  House  at  odds 


Mani  Republicans  want  graceful  exit  from  the 
impe^hment.  Deborah  McGregor  reports 
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Asia  to' 

Europe 

shippin„ 

rates  rise 


By  John  Barham  in  Sib  Paulo 

Brazil  yesterday  raised 
interest  rates  to  35.5  per  cent 
to  help  defend  its  currency, 
the  Real,  which  has  lost  over 
one  third  of  its  value  since 
the  government  scrapped 
controlled  exchange  rates  on 
January  13. 

Brazil  has  lost  $8bn  In 
hard  currency  outflows  so 
far  this  month,  losing  $54 1m 
on  Tuesday  alone. 

Economists  said  the 
higher  interest  rates,  which 
i had  been  increased  three 
■ percentage  points,  held  the 
currency  steady  at  about  1.90 
per  dollar  yesterday. 

However,  the  central  Han* 
cannot  increase  rates  signifi- 
cantly without  swelling  the 
government’s  budget  deficit, 
already  at  8 per  cent  of  gross 
domestic  product. 

An  economist  at  a big  UK 
bank  said  each  percentage 
paint  increase  in  Interest 
rates  boosted  debt  service 
payments  on  the  domestic 
debt  of  R$320bn  ($i68.42bn) 
by  R$2J>bn  a year. 

International  rating  agen- 
cies have  warned  of  the 
increasing  risk  of  a default 


on  this  debt  unless  the  gov- 
ernment manages  to  reduce 
Interest  rates. 

This  in  turn  depends  on 
passage  of  deficit-reducing 
measures  in  Congress,  also 
needed  to  comply  with  the 
conditions  of  a $4L5bn  res- 
cue package  put  together  by 
the  International  Monetary 
Fund  in  December,  weeks 
before  the  Real  crashed.  An 
IMF  team  has  arrived  in 
Brasilia  to  begin  talks  with 
the  government 

On  Tuesday  night,  Con- 
gress approved  two  key  defi- 
cit-cutting measures. 

Senators  voted  through  a 
tax  on  cheques  which  should 
raise  about  R$7.3bn  this  year 
and  which  Is  expected  to  be 
voted  through  by  the  Cham- 
ber of  Deputies  in  March. 

Legislators  also  approved 
a bill  partly  reforming  the 
deficit-ridden  state  pension 
system. 

It  should  raise  R$2J5bn  in 
1999  and  twice  that  in  subse- 
quent years. 

Defeat  in  December  of  a 
measure  increasing  pension 
fund  contributions  from  civil 
servants  helped  set  the  scene 
for  the  Real’s  devaluation  in 


January  as  investors  con- 
cluded the  government 
would  be  unable  fully  to 
implement  the  IMF  package. 

The  government  intends  to 
reduce  its  nominal  deficit  to 
4.7  per  cent  of  GDP  tfrip  year. 
Many  traders  in  local  mar- 
kets believe  turmoil  in  the 
financial  system  will  begin 
easing,  now,  that  the  fiscal 
adjustment  Is  largely  in 
place,  allowing  interest  rates 
to  begin  foiling  in  May  or 
June  as  the  Real's  exchange 
rate  stabilises  at  about  1.8 
. per  dollar. 

• Stanley  Fischer,  deputy 
managing  director  of  the 
IMF,  cited  the  “pace  of  the 
Brazilian  negotiations”  as  a 
reason  for  not  attending  a 
Senate  subcommittee  hear- 
ing on  IMF  reform  yester- 
day, Stephen  Rdler  reports 
from  Washington. 

In  a letter  to  Senator 
Charles  Hagel,  the  subcom- 
mittee. chairman,  he  said  he 
needed  to  spend  the  day 
working  "intensively”  on 
Brazil  with  Michel 
Camdessus,  IMF  managing 
director,  and  consulting  with 
the  Brazilian  authorities. 


The  lash,  of  impatience 
was  subtle  and  senato- 
rial,‘jut  unmistakable. 
Senator  ‘j  chard  Shelby,  a 
Republics?  from  Alabama, 
bad  had  cough.  His  Repub- 
lican collogues  from  the 
other  chaniier  — the  House 
managers  -bad  made  their 
case  for  taieaching  Presi- 
dent BQl  Chiton,  and  Mr 
Shelby,  a scanned  legislator 
with  a practice  bent,  felt  it 
was  time  to  wap  things  up. 

“If  it  were  an  airtight 
case. . . you'd  Pobably  have 
about  70,  75  sectors  fining 
up  to  convict,1  said  Mr 
Shelby.  "You  dont  see  that" 
In  the  stark  ctlcultu  of 
impeachment,  the  lack  of  87 
Senate  votes  to  runove  Mr 
Clinton  from  office  has  been 
one  of  the  few  knovu  quan- 
tities in  an  otberwse  tan- 
gled web  of  arcane  nies  and 
endless  legal  argumeits. 

Like  a substantial  cumber 
of  Republicans  in  the  Senate, 

I Mr  Shelby  would  like  noth- 
ing better  than  to  fiid  a 
graceful  exit.  There  is  lust 
one  problem.  Althoigh 
many  Senate  Republicans 
are  mindful  of  their  ovn 
place  in  history,  they  a.-e 
being  forced  to  consider  the  . 
legacy  of  their  House  bretb 
ran. 


it  wbb  the  House  Republi- 
cans who  voted  to  impeach 
the  president.  It  Is  House 
Republicans  who  are  now 
hyper-sensitive  to  any  Sen- 
ate move  that  might  appear 
to  repudiate  their  actions. 

Such  attention  to  legacy 
helps  explain  why,  increas- 
ingly, Henry  Hyde  has  been 
inserting  catty  muslngs 
about  the  Senate  Into  his 
recent  statements.  Mr  Hyde, 
nhairman  of  the  House  man- 
agers, bridled  early  on  at  the 
Senate's  insistence  on  being 
in  firm  control  of  its  phase 
of  the  trial. 

In  the  recent  wrangling 
over  witnesses,  a clearly 
exasperated  Mr  Hyde  com- 
plained that  the  original  10 
to  15  witnesses  sought  by 
the  House  had  been  whittled 
down  to  "a  pitiful  three”.  He 
also  sounded  a bitter  note 
about  the  need  for  senators 
to  consult  among  themselves 
at  every  turn. 

"1  don't  think  this  whole 
sad,  sad  drama  wfll  end,  we 
will  never  get  it  behind  us 
until  you  vote  up  or  down  on 
the  articles  [of  impeach- 
ment],” Mr  Hyde  told  his 
grim-faced  senatorial  audi- 
ence during  the  recent 
debate  over  procedures. 
“And  when  you  do,  however 


Hydee  catty 

you  vote,  we’ll  all  collect  our 
papers,  bow  from  the  waist, 
thank  you  for  your  courtesy, 
and  leave,  and  go  gpntly  into 
the  night” 

Like  relatives  who  have 
overstayed  their  welcome. 
House  managers  have  been 
increasingly  confronted  with 
brooding  senatorial  stares 
and  bored-looking  jurors. 

The  creative  tensions 
between  the  two  chambers 
seem  to  increase  with  each 
passing  day.  “Some  of  those 
tensions  result  from  the 
built-in  differences  between 
the  House  and  Senate,”  said 
one  congressional  historian. 


Loth  Instinct  for  order 

"But  some  simply  arise  from 
the  fact  that  the  needs  and 
Interests  of  the  House  man- 
agers are  not  identical  to  the 
needs  and  interests  of  the 
Senate  Republicans.” 

The  built-in  tensions  have 
deep  roots.  The  Senate's  100 
lawmakers  are  elected  for 
six-year  tarns  and  represent 
a broad  constituency  stretch- 
ing across  an  entire  state.  In 
the  eyes  of  many  House 
members,  senators  seem 
arrogant,  self-important  and 
- worst  of  all  - inattentive 
to  the  demands  of  the  House. 

The  435  members  of  the 
House  of  Representatives 


represent  narrower  constitu- 
encies and  their  two-year 
terms  provide  little  job  secu- 
rity, tending  to  attract  flam- 
boyant same  senators  would 
say  unruly  - legislators  who 
are  never  for  from  the  elec- 
toral guillotine. 

Striving  to  keep  the  insti- 
tutional rivalries  in  check  is 
Trent  Lott,  the  Senate 
Republican  leader.  Mr  Lott, 
a 57-year-old  Missis  slppian 
with  impeccably  neat  hair, 
possesses  a strong  Instinct 
for  order,  but  so  for  he  has 
had  trouble  imposing  it. 
Almost  half  of  his  55  Repub- 
licans are  former  members 
of  the  rambunctious  House. 
Mr  Lott  himself  served  as 
the  Republican  House  whip, 
responsible  for  rounding  up 
votes,  before  moving  on  to 
the  Senate. 

Mr  Lott  is  clearly  trying  to 
accommodate  his  House  col- 
leagues, mindful  that  Repub- 
licans' ability  to  push  for- 
ward their  legislative  agenda 
depends  on  some  semblance 
of  House-Senate  collegial! ty 
surviving  the  Impeachment 
debacle. 

However,  he  has  also  pro- 
voked the  wrath  of  some 
party  faithful  outside  Wash- 
ington by  refusing  to  force  a 
conclusion  to  the  unpopular 
trial.  Mr  Clinton's  approval 
rating  with  the  American 
public,  after  all,  stands  at  a 
beady  72  per  cent,  while  the 
popularity  of  the  Republican 
Congress  is  the  lowest  In  a 
generation. 
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fCOLOMBMN  EARTHQUAKE 

Pastrana  seeks 
international  aid  package 

The  Colombian  government  is  trying  to  assemble  an 
international  aid  package  to  help  tire  survivors  of  a devas- 
tating earthquake  which  hit  the  country's  coffee-producing 
region  on  Monday. 

President  Andris  Pastrana  announced  late  on  Tuesday 
that  the  government  had  requested  $100m  from  multilat- 
eral lending  organisations  to  provide  relief  for  180.000  * 
people  who  have  been  left  homeless. 

The  quake,  the  worst  to  strike  Colombia  In  more  than 
100  years,  has  so  far  left  670  people  dead  and  2,505 
people  Injured,  according  to  official  figures.  Unofficial 
reports,  however,  insist  foe  number  of  fatalities  is  as  much 
as  1,000. 

The  worst  affected  area  is  the  coffee  producing  town  of 
Armenia,  190km  from  Bogota  Adam  Thomson,  Bogotd 

l 

DOLLARISATION  ^ 

‘Not  a quick  fix’  - Summers 

Larry  Summers,  deputy  secretary  of  the  US  Treasury,  said 
yesterday  that  countries  seeking  to  replace  their  currencies 
with  the  dollar  could  potentially  derive  large  advantages 
from  such  a move,  but  stressed  dollarisation  would  pro- 
vide no  short-term  fix  for  economic  difficulties. 

Mr  Summers  said  the  choice  of  dollarisation  was  one 
“that  countries  will  have  to  make,  and  certainly  as  they 
make  them,  it's  one  we  are  happy  to  consult  with  and  talk 
to  countries  about  the  Issues  Involved". 

Dollarisation  has  been  discussed  as  one  possible 
response  to  the  serial  exchange  rate  crises  to  have  hit 
emerging  economies.  A monetary  treaty  with  the  US  to 
help  Argentina  to  dollarise  has  been  proposed  by  the  cen- 
tral bank  of  Argentina.  Stephen  Fkfler,  Washington 

FALKLAND  ISLANDS 


I - Argentina,  UK  ‘in  talks’ 

' Argentina  Is  holding  confidential  talks  with  British  officials 
over  the  future  of  the  disputed  Falkland  Islands,  according 
to  President  Carlos  Menem. 

The  talks  were  focusing  on  Issues  such  as  freezing 
Argentina's  165-year-old  sovereignty  daim  In  exchange  for 
allowing  the  Argentine  flag  to  fly  in  a limited  number  of 
locations  on  ihe  islands,  he  Indicated. 

Freezing  the  claim  would  be  a “very  interesting,  very  sig- 
nificant step",  Mr  Menem  said  yesterday  in  an  interview 
with  the  daily  La  Nacfdn. 

The  Interview  comes  amid  a hectic  series  of  international 
contacts  by  Gukto  Di  Telia,  Argentina's  foreign  minister, 
and  growing  unease  among  some  Islanders  that  a deal 
could  be  hatched  between  London  and  Buenos  Aires. 

Britain  maintains  that  the  Islands'  sovereignty  is  not 
negotiable  and  that  no  change  In  their  status  can  taka 
place  without  the  islanders’  express  approval.  However, 
British  officials  believe  that  resumption  of  direct  links 
between  the  islands  and  the  mainland  wffl  help  guarantee 
their  economic  future.  Ken  Warn,  Buenos  Aires 


US  ECONOMY 

( Bankers  predict  more  growth 

' The  US  economy  wHI  enjoy  another  year  of  robust  growth 
with  low  Inflation,  keeping  the  Federal  Res^®n^1?^ 
policy  on  hold  for  the  foreseeable  future,  a group  of  lead- 
ing private  sector  economists  said  yesterday. 

The  Economic  Advisory  Committee  of  the  American 
Bankers  Association  said  it  exprcted  growth i in  gross 
domestic  product  of  2.5  per  cent  this  J^and  2-4pv 
cent  hi  2000.  Consume pnc^wweajactedto^  by 

about  2 per  cent  m 1999  and  2.3  per  cent  next  yean 

But thecommittee.  comprising ^SSSS^31 
the  nation's  largest  banks,  acknowledged iconskJaable 
uncertainty  hi  the  forecast  and 

external  fMtore  posed  both  positive  and  negative  risks  to 

^aJmeAyere.  the  committee 
_!_+  „*  RankBoston.  paid  tribute  to  the  rote  of  the  Fed  in 
nn  jj- ■ onomv  through  the  financial  turtJulance  of 

jntentsfrates  three  times  in  two  nwnttBtot  autumn  in 
resoonse  to  the  turmoil  in  financial  markets. 
when  it  was  sorely 

both  liquidity  and  confidence  to  financial  markets,  he 
■ said  Baker,  Washington 
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‘ on  the  web  today 

• Mexican  state  governor  in  drugs 

• Pope's  visit  gives  St  L*uis  PaU3®Jor 

• Dismantling  Microsoft  internet  software  impossible 

http^/Www.fLcorti/ainericas  mM 
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to  those  trading 


eq u (ties  in  the  new 
European  market. 

A source  of  information 
isn’t  necessarily 
the  same  thing  as  an 
informed  source. 


The  information  we  provide  is  targeted  to 
your  specific  needs,  whether  you’re  trading  by 
industry  sector  or  by  country.  Either  way;  itfe 
reliable,  comprehensive  and,  above  all,  focused. 
See  page  EUR/EQUITY  on  your  Reuters  screen. 
We  wont  sell  you  short. 
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IMF  AGREEMBIT  DEAL  MAY  LEAD  TO  A FOREIGN  DEBT  RESCHEDUUNG_AT  A PARIS  CLUB  CREDITORS'  MEETING  ITS  WEEK  _ ______ 

Pakistan  seeks  to  reschedule  $7.7on  debt 


By  Peter  Montagnon,  Asia 
Editor  Id  Washington 

Pakistan  aims  to  reschedule 
a total  of  $7.7bn  in  foreign 
debt  in  the  wake  of  its  latest 
International  Monetary 
Fund  agreement.  The 
amount  is  substantially 
larger  than  previously 
suggested  by  officials 
because  the  deal. will  cover 
debt  falling  due  up  to  2001, 
not  Just  this  financial  year. 

The  figures  are  included  in 
a framework  paper  drawn  up 
with  the  IMF  which  is  due  to 
be  presented  to  government 
creditors  meeting  to  discuss 
tbe  rescheduling  In  Paris 
this  week.  Had  Pakistan 


Indonesia 
clears  way 
for  free 
elections 

By  Sander  Thoenes  In  Jakarta 


decided  to  reschedule  only 
this  year's  maturities,  it 
would  have  been  looking  at 
a deal  worth  just  over  S3bn. 

The  paper  shows  that 
Pakistan  expects  an  external 
financing  gap  of  some  Si9bn 
between  now  and  June  2001. 

In  striking  contrast  to  res- 
cue packages  for  other  coun- 
tries, it  has  decided  not  to 
rely  on  an  aggressive  privati- 
sation campaign  to  help 
meet  its  foreign  exchange 

shortfall. 

Bankers  said  this  was 
because  low  international 
confidence  in  Pakistan 
would  make  it  bard  to  sell 
state  entities  at  reasonable 
prices.  Pakistan  has  long 


aimed  to  sell  some  state 
assets,  including  a stake  in 
its  telecommunications  com- 
pany for  which  it  has  looked 
unsuccessfully  for  a trade 
buyer. 

Instead  It  aims  to  raise  the 
$19bn  through  other  routes. 
Including  the  rescheduling, 
and  borrowings  of  $4-4bn 
from  the  IMF.  World  Bank. 
Asian  Development  Bank 
and  other  official  creditors. 
Government-guaranteed 
project  loans  and  grants  are 
expected  to  amount  to  a fur- 
ther S4.4bn,  while  trade  cred- 
its in  connection  with  food 
imports  should  be  $68Qm. 

In  addition  the  govern- 
ment expects  to  borrow 


S1.7bn  on  commercial  terms, 
while  a modest  SLSbn  inflow 
is  expected  to  come -from  pri- 
vate sector  capital  imports. 
If  all  these  targets  can  be 
met  the  reserves  should. 
Increase  by  $I-3bn  to  around 
$2bn  by  June  2001.  

But  bankers  said  some 

hard  negotiations  remain  on 
the  rescheduling  of  commer- 
cial debts.  Official  creditors 
are  insisting  the  country's 
outstanding,  bond  issues  be 
included  in  the  commercial 
debt  rescheduling  which  is. 
likely  to  complicate  the 
negotiation. 

The  framework  paper  also 
underlines  that  a central 
thrust  of  the  IMF  pro- 


gramme is  to  reduf  Pakis- 
tan's budget  defi a which 
has  became  a sarfus  drag 
on  the  economy.  *ak  reve- 
nue collection  fcacfteen  com- 
pounded by  a ra m increase 
In  repayment  oblations. 

• Farhan  BolAari . adds, 
from  Isl&JEabadp.  Pakistani 
court  ruled  yelerday  that 
the  government  freezing  of 
foreign  curreiv  accounts  to 
minimise  thejmect  of  anti- 
nuclear 

Hwri  uncoostifatioual. 

The  verdiflby.the  provin- 
cial high  cort  of  the  Punjab 
followed  rcJaihs  of  popular 
criticism  Jof  the  freeze, 
ordered  1st  hours  after 
Pakistan  juried  out  its  first 


nuclear  tests;  l&ft  May.  It 
was  handed  .down  ih 
response  to  a petition  filed 
by  over  loo  individuals. 

The  freeze  was  ordered  by 
the  government- of  . Prime 
Minister  Nawaz  Sharif  In 
anticipation ' - of  . punitive 
western  economic  sanctions 
which  it  feared  could  trigger 
a run  on  the  banks.  It 
affected  some  $llbn  which 
had  been  deposited  since  the 
country’s  exchange  controls 
were  relaxed  in  the  early 
1990s.  Officials'  say  that  the 
equivalent  of  about  $4bn  has 
so  far  been  withdrawn  in 
rupees  though  about  $7bn 
remains  in  the  frozen 
accounts; 


Indonesia’s  parliamentary 
leaders  yesterday  resolved 
remaining  differences  over 
three  political  laws,  clearing 
the  way  for  the  first  demo- 
cratic elections  in  40  years. 

The  heads  of  the  four  fac- 
tions hammered  out  complex 
last-minute  compromises  to 
allow  a final  vote  on  today's 
deadline,  lifting  fears  that  a 
deadlock  would  cause  a 
delay  In  the  June  7 vote. 

While  opposition  parties 
cried  “foul"  over  some 
clauses  that  appeared  to 
favour  the  ruling  Golkar 
party,  most  agreed  it  was  a 
leap  forward  from  the 
largely  ceremonial  polls 
under  former  President 
Suharto's  rule. 

“Whatever  Us  shortcom- 
ings, it  is  a step  forward,” 
said  Subagio  Anam,  a senior 
member  of  the  opposition 
Democratic  party  of  Mega- 
wati Sukarnoputri  Tf  there 
were  no  elections  there 
would  be  dvfl  war.” 

Parliament  compromised 
on  a mix  of  district  and  pro- 
portional voting,  rather  than 
a district  system  as  proposed 
by  the  government. 

Seats  will  be  allotted  pro- 
portionally bat  parties  will 
have  to  field  candidates  in 
up  to  324  districts  to  get  on 
all  the  ballots,  a tall  order 
for  many  of  the  more  than 
100  parties  that  want  to  par- 
ticipate. Diplomats  expected 
only  10-15  parties  to  run. 

President  B.J.  Habibie 
solved  a third  dispute  by 
decreeing  that  civil  servants 
have  to  take  leave  of  absence 
if  they  want  to  join  a politi- 
cal party. 

Before,  civil  servants  were 
forced  to  support  Golkar: 
opposition  parties  feared 
that  would  continue.  The 
guaranteed  seats  for  the 
powerful  military  were  cut 
from  75  to  38,  but  this  was 
still  more  than  opposition 
parties  had  wanted. 

Mr  Habibie  is  expected  to 
run  against  other  candidates 
in  a presidential  election 
later  this  year,  probably  late 
October.  Tbe  new  president 
will  be  elected  by  parliament 
and  200  extra  delegates,  com- 
prising 135  appointed  by 
regional  parliaments,  and  65 
representing  social  groups, 
most  likely  approved  by  par- 
liament. 


Thai  premier  Cbuan  Leekpai  (taftj  Is  mobbed  by  reporters  before  the  censure  debate. 


n party  of  Chavafit  Yongchafyutfti  fright}  is  tarpaUng  three  minatars.  AP 


Thai  censure  debate  will  test 
whether  economic  strategy 
can  be  turned  into  reality 

Will  Chuan’s  government  rrowrlimp  fcT arTeiection inflight  lose  or 
sprint  to  one  it  could  dominate?  Ted  Bardacke  reports 


It's  “just  symbolic",  com- 
mented a Thai  politician 
on  the  opposition's  strat- 
egy in  a censure  debate  that 
began  yesterday  against 
three  leading  government 
ministers.  “But  symbols  can 
be  very  powerful  in  Thai- 
land.” 

Without  doubt  and  with 
its  overwhelming  majority 
in  parliament,  the  govern- 
ment of  Cbuan  Leekpai  will 
defeat  the  censure  motions 
when  they  are  put  to  a vote 
tomorrow. 

The  symbols  of  the  debate 
have  already  begun  to  frame 
the  remainder  of  Mr  Chuan’s 
term  in  office  and  in  turn 
determine  the  progress  his 
key  economic  strategist  - 
Tarrin  Nlmmanahaeminda, 
finance  minister  - can  make 
in  turning  the  expectations 
of  economic  recovery  into 
reality. 

So  for.  things  are  looking 
good  for  Mr  Oman's  govern- 
ment 

Chavalit  Yongchaiyudh, 


the  opposition  leader,  con- 
vinced no  one  when,  unable 
to  match  economic  wits  with 
Mr.  Tarrin,  he  claimed  that 
during  his  own  tenure  as 
prime  minister,  the  govern- 
ment bad  a secret  plan  to 
keep  the  International  Mone- 
tary Fund  out  of  Thailand  by 
getting  tiobn  in  uncondi- 
tional cash  from  China. 

Many  observers  doubt 
whether  the  other  two  minis- 
ters being  grilled  - Sanan 
Kachornprasart,  interior 
minister,  and  Suthep  Thaug- 
suban,  communications  min- 
ister - will  be  any  further 
damaged  by  a parliamentary 
rehashing  of  allegations 
already  in  the  public 
domain. 

If  the  opposition  argu- 
ments Dali  flat  with  the  pub- 
lic, Mr  Chuan’s  government 
should  remain  unassailable, 
at  least  unto  the  end  of  tbe 
year,  opposition  politicians 
concede. 

No  more  censure  motions 
can  be  launched  for  the  rest 


of  the  year,  and  the  govern- 
ment can  expend  its  political 
capital  on  pushing  through 
the  structural  economic 
reform  measures  necessary 
to  get  the  economy  back  on 
trade,  just  in  time  to  call  a 
snap  election  from  a position 
or  strength. 

Yet  some  members  of  the 
ruling  Democrat  party  had 
glum  looks  on  their  faces  as 
they  went  into  the  debate- 
They  are  worried  about  an 
entirely  different  possibility. 

Mr  Tarrin,  who  will  be 
questioned  today,  is  “vulner- 
able," says  a Democrat  party 
executive,  explaining  that 
although  the  government 
remains  folly  committed  to 
the  reform  agenda  tbe 
finance  minister  has  laid 
out,  public  support  for  poli- 
cies which  have  yet  to  have 
widespread  impact  is  begin- 
ning to  wane. 

“The  charges  - that  he 
favours  the  rich  over  the 
poor,  the  finance  industry 
over  the  real  economy,  for- 


eigners over  Thais,  and  that 
he  is  just  a pawn  of  the  IMF 
- are  not  true. 

"But  they  could  resonate 
and  make  him  a big  target,” 
a member  of  the  executive 
committee  said,  citing 
drought,  declining  farm 
prices  and  still  rising  unem- 
ployment as  factors  that 
make  people  receptive  to 
opposition  clahns. 

• More  wonrying  for  the  gov- 
ernment are  new  and 
detailed  accusations  against 
Mr. Sanan,  Mr  Chuan’s  chief 
political  operator  and  the 
number  two  man  in  the 
Democrat  party. 

In  the  debate  last  night, 
Mr  Sanan  had  trouble 
defending  himself  against  a 
number  of  charges,  includ- 
ing allegedly  profiting  from 
an  illegal  increase  in  tollway 
fores.  His  grilling  continues 
today. 

A:  weakened  Mr  Sanan 
could  have  a severe  impact 
on  Mr  Chuan's  political 
strength  and  hence  the  eco- 
nomic work  of  Mr  Tarrin. 
who  is  so  effective  because 
he  has,  for  the  first  time  in 
memory  for  a Thai  finance 
minister,  the  complete  back- 
ing of  the  prime  minister. 

In  short,  Mr  Chuan's 
strength  keeps  Mr  Tarrin 
out  of  the  political  turmoil 
into  which  many  Thai  tech- 
nocrats have  fallen. 

Damage  from  the  censure 
debate  could  even  compli- 
cate the  Democrat's  Internal 
elections,  to  be  held  in  April. 


A big  party  shake-up,  even 
the  retirement  of  Mr  Sanan, 
cannot  be  ruled  out  provid- 
ing a further  distraction  to 
the  ruling  party’s  ambitious 
legislative  agenda. 

That  agenda,  which  will 
set  the  ground  rules  for 
much-needed  restructuring 
of  the  country's  corporate 
debt  and  give  struggling 
banks. the. Impetus  to  begin 
■lending'  again,  is  at  present 
stalled  in  the  Senate,  and 
economic  recovery  - is 
unlikely  without  it 

A strong  Oman  govern- 
ment will  be  able  to  force 
the  Senate’s  hand;  a weak 
one  will  face  more  delays,  an 
economy  that  continues  to 
wither,  and  growing  calls  to 
hold  an  early  election  before 
recovery  begins. 

“The  best  political  , timing 
[for  the  government]  for  an 
election  seems  in  the  fourth, 
quarter,  when  a modest  eco- 
nomic recovery  is  expected 
to  be  under  way,?  says  Siipa- 
vud  Saich  eua,  strategist  at 
Merrill  Lynch  Phatra  Securi- 
ties in  Bangkok.  “But  factors 
working  against  the  govern- 
ment will  be  strongest  in  the 
first  halt” 

So,  does  Mr  Chuan’s  gov-' 
eminent  limp  towards  an 
election  it  might  lose,  or 
sprint  to  one  It  would  domi- 
nate? 

As  one  Democrat  parlia- 
mentarian said:  “That 
depends  on  how  we  stand 
our  ground  this  week.” 


ECONOMY  FEARS  GROW  THAT  SEOUL  IS  BECOMING  COMPLACENT  OVER  NEED  FOR  FRESH  REFORMS 


Hidden  dangers  of  South  Korean  recovery 


By  John  Burton  in  Seoul 

Optimism  that  South  Korea 
is  recovering  from  its  worst 
recession  in  45  years  runs 
the  risk  of  producing  an 
unwanted  side-effect.  Ana- 
lysts worry  that  the  govern- 
ment officials  are  becoming 
complacent  and  may  ease 
pressure  on  reforms. 

There  are  plenty  of  rea- 
sons for  Seoul  to  cheer,  and 
the  decision  this  week  by 
Standard  & Poor’s  to 
upgrade  South  Korea  to 
investment  grade  is  one  of 
them.  The  currency,  the 
won,  is  growing  stronger 
against  the  US  dollar  after 


losing  half  Its  value.  Interest 
rates  are  sharply  down  to  3 
per  cent  in  real  terms.  Korea 
er\joyed  a record  trade  sur- 
plus in  1998  and  its  foreign 
exchange  reserves  are  bulg- 
ing after  being  nearly 
depleted  a year  ago. 

Foreign  investors  have 
flocked  to  the  Seoul  stock 
market,  which  was  the 
world's  best  performing 
bourse  last  year.  “The  recent 
surge  of  stock  prices  is  not  a 
bubble.  It  is  a reflection  or 
investor's  optimism  about, 
the  prospects  of  real  econ- 
omy." said  Lee  Kyu-sung, 
the  finance  minister.  The 
central  bank  predicts  1999 


growth  of  3.2  per  cent 
against  a contraction  of 
nearly  6 per  cent  last  year. 

But  the  sudden  euphoria 
may  be  misplaced.  “My  fear 
Is  that  little  is  being  done  to 
improve  Korea's  global  com- 
petitiveness. Tbe  emphasis 
is  still  on  economies  of  scale 
and  smokestack  industries 
rather  than  developing  high- 
tech  businesses,"  said  a US 
investment  banker  who 
advises  Seoul 

There  are  doubts  about  the 
restructuring  of  tbe  big  con- 
glomerates, or  chaebol. 
Although  chaebol  have 
agreed  to  merge  troubled 
businesses  In  the  car,  semi- 


conductor and  petrochemical 
sectors,  there  is  still  resis- 
tance to  dose  surplus  facto- 
ries and  reduce  bloated 
workforces. 

High  corporate  debt  levels 
are  coming  down,  but  that  is 
due  more  to  asset  revalua- 
tion and  rights  issues  to 
improve  financial  statements 
than  selling  assets  to  repay 
loans.  Although  Korea 
attracted  $8J3bu  in  direct  for- 
eign investments  last  year  as 
some  companies  were  sold, 
“my  feeling  is  that  the  win- 
dow of  opportunity  is  clos- 
ing,” said  a big  US  Investor. 
The  chaebol  see  little  reason 
to  sell  assets  due  to  the  gov- 


ernment's aggressive  cuts  in 
interest  rates. 

The  expected  economic 
recovery  appears  to  rest  on 
fragile  foundations.  The  gov- 
ernment has  resorted  to  eas- 
ing fiscal  and  monetary  pol- 
icy to  support  growth  and 
curb  bankruptcies.  But 
industrial  production 
remains  weak  along  with 
consumer  confidence,  with 
growth  likely  to  come  from 
restocking  of  inventories. 

Goldman  Sachs  predicts 
consumer  spending  will  foil 
5.4  per  cent  In  1999  after 
dropping  by  11.6  per  cent 
last  year  because  of  contin- 
ued worries  over  job  losses 


and  wage  cuts.  "From  a sov- 
ereign risk  perspective,  poor 
growth  prospects  argue 
against  upgrading  towards 
investment  grade.”  said  Bar- 
days  Capital 

Unemployment  is  on  tbe 
rise  to  7.9  per  cent  and  might 
reach  10  per  cent  this  year 
as  exports  falter  due  to  an 
expected . slowdown  in  the 
global  economy. 

The  spectre  of  2m  jobless 
and  the  potential  for' social 
unrest  has  been  a big  reason 
why  the  government  appears 
reluctant  to  force  job  cuts  as 
it  concentrates  on  winning 
crucial  parliamentary  elec- 
tions next  year. 


HK 


By  Louise  Lucas  In  Hong  Kong 

Blame  for  the  chaotic 
opening  of  Hong  Kong's 
US820bn  new  airport  was 
handed  out  to  senior  govern- 
ment officials  in  a second 
inquiry  released  yesterday, 
but  they  escaped  any  sanc- 
tions. 

The  report  says  Anson 
Cban.  chief  secretary,  must 
take  full  responsibility  “to 


the  extent  that  she  neglected 
or  ignored  advice,  or  placed 
on  it  the  wrong  weight". 

Unlike  the  government 
probe,  which  was  released 
on  Friday  and  pinned  the 
blame  firmly  on  the  Airport 
Authority,  the  report  com- 
piled by  legislators  also 
found  fault  with  the  body  set 
up  to  monitor  it. 

The  July  6 opening  of 
Hong  Kong's  state  of  the  art 


new  airport  was  a catalogue 
of  disasters:  missing  bag- 
gage. passengers  trapped  in 
aircraft,  and  a growing 
mountain  of  rotting  cargo 
that  prompted  the  main 
cargo  handler  to  move  back 
to  the  old  airport 
Legislators  said  the  specta- 
cle made  Hong  Kong  a 
laughing  stock,  and  a series 
of  inquiries  were  launched: 
one  by  the  government. 


which  was  released  last  Fri- 
day, the  legislators’  report 
and  a third  by  the  ombuds- 
man, which  was  submitted 
to  the  chief  executive  on 
Tuesday. 

Tung  Chee-hwa,  chief 
executive,  yesterday  offered 
a rare  apology  for  the  chaos, 
but  stopped  short  of  holding 
any  of  his  officials  responsi- 
ble. Mrs  Chan  for  her  part 
said  she  was  puzzled  at 


being  singled  out  as  the 
opening  date  was  reached  by 
consensus. 

The  Airport  Development 
Steering  Committee 
(Adscom),  which  escaped 
heavy  blame  in  tbe  first 
report  was  roundly  critic- 
ised in  the  legislators'  find- 
ings. Adscom  Had  a super- 
visory role,  and  was  chaired 
by  Mrs  Chan. 

Adscom  had -the  "most 


direct  role  In  safeguarding 
the  overall  public  Interest, 
including  economic  interest 
and  Hong  Kong’s  prestige," 
the  report  said. 

As  in  the  earlier  probe,  the 
Airport'  Authority  Is  found 
lacking  in  several  areas; 
and  Henry  Townsend, 
its  cbieF  executive 
officer,  is  again  singled  out 
for  poor  management  and 
leadership. 


China  tries  to 


t 


fears  on  Itics 


By  Junes  Kynge-anf  Janes. 
Hsnfing  bBdfct  _ 


CUHna.  yesterday  set  out  to 
allay  the  anxieties  of  foreign 
creditors-  over  , its  troubled 
international  trust,  and 
investment  companies,  even 
as  the  possibility  of  a second 
Itic  bankruptcy  grew. 

Dai  Xlanglong,  governor  of 
the  central  bank,  announced 
measures  that  would  enable 
the  . Itics  to.  meet  their 
foreign  debt  -obligations, 
which'  he  said  were  fox 
smaller  than  bad  previously 
been  estimated. 

At  the  same  time,  it.  was 
repotted  that  Guangzhou 
international  Trust  and 
Investment  Corporation 
(Gzitlc),  the  fund-raising  arm 
of  the  capital  -city,  of 
southern.  Guangdong 
province  which  has  already 
defaulted  on  overseas  loans, 
could  L be  pushed  into 
hatilmi|iliTy. 

The  future  of  China's  239 
international  . trust  and 
investment  companies  has 
been  in  question  since  the 
sudden  closure  last  year  of 
Guangdong  International 
Trust  and  Investment 
Cbrporafioh  (Gftib).:. 

. The  collapse  of  Gitic, 
Which  this  month  filed  for 
bankruptcy  with,  debts  of 
US$4-37bn,  mostly  to  foreign 
creditors,  has  prompted  an 
International  credit  squeeze 
on  Chinese  borrowers, 
particularly  Itics. 

Mr  Dai.  yesterday  played 
dawn  the  problem  in  the 
trust  and  investment  sector. 

The  Itics  have  total 
registered  external  debts  of 
only  $8-Ibn,  of  which  about 
S2bn  were  short-term 
borrowings,  he  said. 

Analysts  said  that  Mr 
Dai’-s  figures  appeared 
conservative  and  probably 
did  not  include  unregistered 
lending,  which  is  believed,  to 
be  considerable. 


Itics  would  be  able-  to 
change  renminbi,  the 
Chinese  currency,  into 
foreign  currency  to  help 
them  repay  those  foreign 
debts  in  their  portfolios 
which  are  "registered  and 
legitimate''. 

Analysts  said  this 
provision  could  help  the  Itics 
survive  an  intensifying 
credit  squeeze  which  has 
meant  that  many  cannot  _ 
secure  short-tenn  loans  from  \ 
foreign  creditors,  rendering  Jr. 
them  unable  to  service  y ' 
longer-term  debts. 

Mr  Dai  also  sought  to  offer 
the  foreign  lenders  to  Gitic 
soma  succour,  by  suggesting 
that . they  might  together 
work  out  a debt 
restructuring. 

Although  Mr  Dai  offered 
no  details,  he  seemed  to  be 
willing  to  consider  a 
creditors'  work-out  that 
could  reduce  the  scale  of 
banks'  losses. 

Meanwhile,  doubts  grew 
over  Gzitic  after  a 
vice-mayor  of  Guangzhou 
was  quoted  as  saying  that 
the  municipal  government 
would  support  the  city’s  Itic 
but  could  seek  bankruptcy  if 
the  company  was  too  for  in 
the  red. 

Under  Gzitic's  owe 
ai-reninting,  it  Is  solvent  with , 
assets  of  about  Rmb20bn  ? 
(U5$2  4bn)  and  Foreign  debts 
equal  to  Rmbl9bn,  but 
doubts  remain  that  the  audit 
has  . understated  the  real 
amount  of  foreign  debts. 

The  Itics  account  for  a 
relatively  small  amount  of 
.total  lending  In  Hhina.  but 
represent  the  conduit 
through  which  much  foreign 
investment  entered  the 
economy,  particularly  in  tbe 
early  1990s. 

' Mr  Dai  confirmed  that  the 
trust;  and  investment  sector 
will  be  restructured,  but  said 
that  only  a small  proportion 
win  be  shut  down. 


-.  NEWS- DIGEST  • 

EMERGENCY  USED  TO  PUT  OFF  POLLS 


( 


Sri  Lankan  president 
censured  fay  court 

Sri  Lanka's  supreme  court  yesterday  censured  President 
Chandrika  Kumaratunga  for  using  a nationwide  state  of 
emergency  to  put  off  indefinitely  local  elections  the  oppo- 
sition. claimed  it  was  set  to  win. 

. A three-judge  bench  said  the  president  had  acted 
against  the  constitution  in  cancelling  elections  scheduled 
for  August  28.  The  court  also  censured  Dayananda  Dis- 
sanayake,  In  charge  of  the  elections,  and  ordered  him  to 
stage  them  in  the  central,  north-central,  western,  Uva  end 
Sabaragamuwa  provincial  councils  within  three  months. 

The  censure  compounded  allegations  of  large-scale  vote 
rigging  at  another  provincial  election  In  the  north-west  of 
the  country  where  the  ruling  People’s  AUiance  of  President 
Kumaratunga  captured  the  council.  Independent  poll  moni- 
tors reported  that  Monday’s  election  was  highly  fraudulent 
but  government  ministers  promptly  accused  the  monitors 
of  being  In  the  pay  of  opposition  activists. 

Mrs  Kumaratunga  had  cited  security  ooncems  In  post- 
poning the  elections  to  five  councils  in  August,  but  went 
ahead  with  the  vote  in  a sixth  council  as  rights  activists 
and  opposition  groups  challenged  the  postponement  for 
the  first  five.  Amal  Jayasinghe,  Colombo 

ANWAR  BEATING 


f 


Mahathir  appoints  commission 

Mahathir  Mohamad,  the  Malaysian  prime  minister,  gave  in 
to  public  pressure  and  announced  yesterday  that  he  would 
appoint  a commission  to  investigate  the  beating  in  police 
custody  of  ffls  former  deputy  prime  minister,  Anwar  Ibra- 
him. 

Rahim  Noor,  Inspector  general  of  police,  resigned  after  a 
months-long  inquiry  concluded  that  Mr  Anwar  was  beaten 
by  police,  but  no  individual  police  officers  have  been  held 
responsible. 

Mr  Mahathir  had  originally  suggested  that  Mr  Anwar’s 
injuries  of  a black  eye  and  bruises,  viable  on  emerging 
from  days  of  incommunicado  detention,  may  have  been 
self-inflicted.  Mr  Anwar  insisted  he  was  beaten  uncon- 
scious the  night  of  his  arrest  last  September,  it  was  not 
until  several  weeks  ago  that  the  attorney- general 
announced  the  police  were  at  fault. 

Reports  yesterday  said  the  panel  being  formed  would 
comprise  two  former  judges  and  a medical  doctor. 

Mr  Mahathir  sacked  Mr  Anwar  for  bang  “morally  unfit" 
and  hfi  former  :heir  apparent  and  political  rival  has  since 
been  charged  with  sodomy  and  abuse  of  power.  Mr  Anwar 
irwtets  he  is  being  framed  for  challenging  Mr  Mahath?s^ 
reign.  The  treatment  of  Mr  Anwar  has  divided  the  nation 
splintered  Mr  Mahathir’s  ruling  Umno  party,  and  tainted  his 
administration.  Sheila  McNulty,  Kuala  Lumpur  M " 

TWO  CHINAS  BATTLE 


Taiwan  in  link  with  Macedonia 

Taiwan  yesterday  established  formal  relations  with  Mac- 
edonia, scoring  a minor  victory  in  its  struggle  to  avoid 

Iritodiptomatic  isolation  by  mainland  China. 
The  foreign  ministers  of  Taiwan  and  MacedonSTini3^ 
communk^  on  the  establishment  of  SZafl  i, 

If  lS?‘  £™g,ng  thfm,mber  of  nations 
tigonufoc  recognition  to  28.  The  Vatican!*? 
been  Taiwan's-oniy  diplomatic  partner  in 
Macedonia i said  it  wanted  to  retain  its  diplomatic  h*«  - 
22™*"*  CHna  - a hope  almost 
dashed.  China  s communist  government  has  considered 
7®^.  ? P'?vince  ^ rival  nationalist 

Beijing  refuses  to rSS  !£_ 
*ha,te,Wmal  links Taipei 
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BRITAIN 


NORTHERN  IBELAND  BLAIR  ACCUSES  CONSERVATIVES  OF  ABANDONING  BIPARTISAN  APPROACH  __ 

Move  to  halt  jail  releases  fails 


By  John  Murray  Brown 
bi  DubBn 


Tony  Blair,  the  prime 
minister,  yesterday  accused 
the  Conservative  opposition 
of  abandoning  the  bipartisan 
approach  to  Northern 
Ireland  and  being  “dragged 
along"  by  opponents  of  the 
historic  April  1998  peace 
agreement 

As  the  House  of  Commons 
held  a debate  on  the  early 
release  of  paramilitary  pris- 
oners in  Northern  Ireland, 
Mr  Blair  said:  “True  bi- 
partisanship is  not  about 
talking  about  it  it's  about 
delivering  it" 

A Conservative  motion. 


calling  for  a bait  to  early 
releases  until  violence 
ceases,  was  eventually 
defeated  by  343  to  141.  a Gov- 
ernment majority  of  202. 

Several  leading  back- 
benchers in  the  governing 
Labour  party  had  Joined  the 
Conservatives  in  calling  for 
a halt  to  releases  until  "pun- 
ishment attacks"  by  republi- 
can groups  and  their  “loyal- 
ist” rivals  ceased. 

Vincent  McKenna,  spokes- 
man for  the  Families  against 
Intimidation  and  Terror,  had 
earlier  held  a press  confer- 
ence in  Westminster  with 
William  Hague,  the  Conser- 
vative party  leader,  whom 
he  described  as  “the  cham- 


pion of  victims".  He  dis- 
missed suggestions  that  the 
move  could  nntfarmiTtp  the 
peace  agreement  "If  people 
are  lying  oh  the  ground  with 
six  ballets  in  their  bade  then 
that  is  a breach  of  anybody's 
ceasefire,”  said  Mr  McKenna. 

Andrew  Mackay.  the  chief 
Conservative  spokesman  on 
Northern  Ireland,  said:  “We 
are  passionately  in  favour  of 
the  process  and  the  agree- 
ment actually  working,  but 
the  agreement  is  not  work- 
ing at  the  moment  because 
paramilitaries  who  signed  up 
to  it  on  both  sides  of  the 
sectarian  divide  are  not  abid- 
ing to  the  agreement  by  not 
dewirnmisBlnnlng  their  a mu 


and  by  increasing  activity  on 

the  streets." 

Mo  Mowlam,  chief  North- 
ern Ireland  minister  in  the 
UK  government,  said  such 
beatings  "have  gone  an  for 
30  years,  they  are  not  going 
to  stop  overnight". 

The  dispute  In  London  over 
paramilitaries  came  as  the 
body  of  a self-confessed  for- 
mer Irish  Republican  Army 
activist  was  found  near  the 
border  with  the  Irish  Repub- 
lic. Eamon  Collins,  who  had 
exposed  the  IRA’s  brutal 
methods  in  a recent  book, 
had  head  and  ferial  injuries. 

Hopes  of  an  early  move  on 
arms  fWnmmkdftniiig  were 
dealt  a blow  yesterday  when 


the  international 
sion  set  up  to 
destruction  of 
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National  snapshot 
shows  a country 
divorced  from  past 

From  the  trivial  to  the  significant,  a host  of 
differences  are  revealed  by  annual  trends 
survey,  Deborah  Hargreaves  reports 
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British  life  has  changed 
markedly  from  the  days 
of  empire,  bowler  hats 
and  a stiff  upper  lip.  Modern 
Britain  is  a nation  where 
more  people  get  divorced 
and  women  have  their  first 
child  later  in  life  than 
before.  The  number  of  cou- 
ples living  together  without 
marriage  has  tripled  in  the 
past  30  years.  Many  more 
women  work  outside  the 
home. 

More  Britons  than  ever 
have  forsaken  the  country's 
wind-blown  holiday  resorts, 
and  head  for  sunnier  niimas 
overseas  for  their  hohdays. 
Another  marked  change  is 
that  far  fewer  go  to  church 
than  30  years  ago.  Health 
worries  mean  that  Britons 
eat  half  as  much  butter  as  in 
1384  and  much  less  beet 
A portrait  of  vast  change 
in  many  aspects  of  British 
life  is  painted  in  the  latest 
Social  Trends  survey,  the 
annual  government  snapshot 
of  the  nation  which  was  pub- 
lished yesterday.  It  lists 
changing  lifestyles,  employ- 
ment and  population  trends 
from  important  shifts  in 
demography  to  the  trivial 
and  bizarre. 

For  example.  It  now  takes 
11  minutes  to  earn  enough 
money  to  buy  a dozen  eggs 
in  Britain  today  compared 
with  21  minutes  27  years 
ago.  The  government’s 
statisticians  have  calculated 


that  Spain.  Greece  and  Por- 
tugal will  appear  cheap  to  a 
UK  citizen  while  northern 
European  countries  will 
seem  more  expensive. 

Families  are  smaller:  the 
average  size  of  households  in 
Britain  has  halved  since  the 
beginning  of  the  century  to 
2.4  people.  This  has  led  to  a 
big  Increase  in  demand  for 
housing  and  pressure  on 
rural  sites. 

The  proportion  of  “tradi- 
tional” ftumfUaa  consisting  of 
a couple  with  dependent 
children  riwnwgri  to  23 
per  emit  compared  with  38 
per  cent  in  1961.  The  number 
of  lone  parents  with  children 
trebled  to  7 per  cent. 

Lane  parenthood  has  been 
increased  by  the  high 
divorce  rate  which  has  more 
than  doubled  gtnra  1970: 
in  four  children  experiences 
divorce  before  the  age  of  16. 
But  more  women  are 
choosing  to  give  birth  with- 
out living  with  a partner  and 
although  the  incidence  of 
births  to  teenage  mothers  is 
falling,  it  remains  high  com- 
pared with  other  countries. 
Jack  Straw,  home  secretary, 
provoked  outrage  this  week 
when  he  called  on  teenage 
single  mothers  to  give  up 
their  babies  for  adoption. 

The  number  of  women  in 
the  workforce  has  risen  to 
nearly  three-quarters  of  all 
25  to  44-year-olds.  This  has 
coincided  with  a decline  in 
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the  number  of  older,  work- 
ing mm  - 91  per  cent  of 
those  aged  between  45  and 
55  are  in  employment,  down 
from  98  par  emit  in  1971. 

Industrial  disruption,  the 
once-notorious  “British  dis- 
ease” that  began  to  dprffng 
daring  the  premiership  of 
Margaret  Thatcher,  has 
almost  disappeared.  The 
number  of  working  days  lost 
through  labour  disputes  in 
the  UK  in  1997  was  the  low- 
est since  records  began  in 
1891. 

Britons  are  living  longer, 
but  their  later  years  are 
often  not  healthy  ones.  The 
report  shows  life  expectancy 
is  rising  every  decade  by 
about  two  years  for  men  and 
18  months  for  women.  “How- 
ever, these  extra  years  of  life 
may  be  spent  with  a mild  to 
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moderate  disability,”  notes 
Carol  Summerfield,  one  of 
the  report's  authors.  About  a 
third  of  the  population  devel- 
ops cancer  at  some  time. 

Life  expectancy  in  the  UK 
is  over  74  years  for  men  and 
79  years  for  women.  In  other 
parts  of  the  world;  this 
varies  considerably  with 
Africa  showing  the  lowest 
life  expectancy  of  52  years 
for  men  and  55  years  for 
women.  . • «- 

Women  born  in  1937  had 
an  average  1.9  children 
before  they  were  30,  while 
those  bom  in  1967  had  just 
1.2.  There  has  also  been 
greater  use  of  fertility 
treatment  — three  timwi  as 
many  treatment  cycles  were 
carried  out  in  1996  as  in  1990. 

The  gap  between  the 
richest  and  poorest 


households  has  stabilised  in 
the  1990b  after  widening  in 
the  1980s,  but  the  real 
hmuphnW  disposable  income 
of  tiie  poorest  tenth  is  only  a 
quarter  of  those  in  the  top 
tenth  inequalities  in  wealth 
are  more  marked,  with  the 
richest  10  per  cent  owning 
half  the  total  marketable 
wealth. 

Britons  take  nearly  seven 
times  the  number  of 
overseas  holidays  than  in 
1971  with  Spain  the  most 
popular  destination.  Leisure 
time  is  Spent  watching  TV, 
going  to  the  pub  and 
supporting  soccer  teams. 
Women  are  much  less  likely 
to  spend  their  time  sewing 
or  knitting  than  20  years 
ago,  bid  more  likely  to  do 
the  gardening  or  home 
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Farming 

lobby 

praises 

euro-zone 

benefits 


By  John  watnan, 

Consumer  todasHes  Editor 

British  farmers  and  food 
processors  could  be  sidelined 
in  the  rationalisation  of  the 
European  food  industry  if 
the  UK  remains  outside  the 
single  currency,  the  National 
Farmers  Union  wains  in  a 
study  of  the  Impact  of  Emu 
on  the  sector  published 
today. 

The  NFU  says  farming  and 
food  processing  businesses 
inside  the  euro-zone  are 
likely  to  find  it  easier  to  cut 
costs  and  achieve  economies 
of  scale  than  those  left  out- 
side the  single  currency. 
This  could  leave  the  UK  food 
industry  at  a disadvantage 
as  trade  liberalisation 
increases  competitive  pres- 
sures in  its  home  market 

The  NFU  is  pressing  the 
UK  government  to  switch  to 
euros  fa:  payments  to  form- 
ers under  the  EU  Common 
Agricultural  Policy  as  soon 
as  possible.  This  would  give 
them  a euro -denominated 

income  that  could  help  in 
taking  advantage  of  cost- 
savings  inside  the  single 
currency. 

But  Sidn  Roberts.  NFU 
chief  economist,  believes  the 
UK  industry  - which  is  rela- 
tively efficient  in  many  sec- 
tors - needs  to  be  intimately 
involved  with  the  restructur- 
ing which  is  already  under 
way  in  continental  Europe. 
There  is  a danger,  he  said,  of 
complacency  after  the 
smooth  introduction  of  the 
euro. 

“The  liberalisation  of  trade 
forces  us  to  look  for  econo- 
mies of  scale  to  match  those 
of  US  producers.”  he  said. 
“Food  processors  across 
Europe  are  already  merging 
across  borders.  If  we  stay 
outside  that  process,  it  will 
be  another  nail  In  the  Brit- 
ish industry’s  coffin. 

“The  euro  is  not  just 
another  foreign  currency.  It 
is  a real  change  in  the  busi- 
ness environment  for  the 
agri-food  industry  through- 
out Europe.  If  the  UK 
remains  outside  the  single 
currency  for  too  long,  our 
companies  may  not  be  part- 
of  the  bigger  EU  agri-food 
industry  that  emerges.” 

Mr  Roberts  said  the  euro 
will  mnirp  it  easier  for  busi- 
nesses throughout  the  food 
chain  to  cut  the  co6t  of  sup- 
plies, for  example,  by  being 
able  to  take  advantage  of 
different  countries*  prices. 
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Generators  accused  of 
manipulating  prices 

- jueartll 


er  EL « 

house  between  generaforaand  ^ customers 

His  comments  wsr®^^o^sed  the  regulator 
but  stunned  powerp^^  industry-  Mr  . 

of  undermining  good  ^ Bank  s 

McCarthy  Is  a tomwrchtaf  eaeeunvew  ^ 
north  American  operabons-  ^ Jrftf^isting  pool lor 
pants  are  manipulate  roles 

commercial  ends  which  have  no  sci  lt  brines  *0 

Such  behaviour  to  not  ontyunjrtt worn 
concerned  with  the  pool ,nto altering  the  terms 
The  regulator  said  he  stomp  out  the 

of  generators’  operating  licences  m a earlier  than 
practice.  He w££ also consiter 
expected  changes  to  pool  trading  a!r^^^mbera 
The  Energy  Intensive  Users  sad: 

include  ICI,  British  Steal,  Caste  Cement 
“Industry  vrilt  be  delighted  at  the  stance  taken  by 
regulator."  Andrew  Taylor,  London 


‘ARMED  GANG’  CHARGES 


Five  appear  in  Yemen  court 

The  trial  of  five  men,  of  whom  tour  are  British  passport 
holders  and  one  has  dual  British-Yemeni  natality, 
opened  yesterday  In  the  southern  Yemen  port  city  of  Aoen 
^wasyadjou^  until  Sunday.  The  five  ^ accused  o 
“associating  with  armed  gangs  with  a cnminal 
commit  murder.  A sixth  member  tf  the  group. 

Aden  on  December  24  allegedly  with  ^ . 

stves,  is  Is  thought  to  be  of  Algerian  or  Mali  ongin.  If  founc 
guilty,  a/I  six  could  face  up  to  10  years  . 

Three  more  holders  of  UK  passporte^w®  an«ted  n 
Yemen  later  yesterday.  They  are  s^pected  of  links  whh 
the  men  who  went  on  trial  earlier.  The  stare  news  agency 
SABA  said  the  three  included  two  alleged  members  of  an 
Islamic  militant  gang  that  kidnapped  18  western  tounsts 
last  month.  Four  tourists  died  when  government  forces 
tried  to  free  the  hostages.  _ 

The  UK  Foreign  Office  rejects  the  claim  by  the  Yemen 
government  that  the  men  whose  trial  began  yesterday 
were  sent  to  Aden  to  “destabilise"  Yemen  at  the  instigation 
of  a London-based  Egyptian-bom  cleric.  Abu  Hamza  ai- 
Masri.  with  the  prior  knowledge  and  tacit  consent  of  the 
British  government  Robin  AHen,  Abu  Dhabi 

IT  SKILLS  SHORTAGE 

Ex-officers  to  be  recruited 

ICL,  the  UK  computer  services  offshoot  of  Fujitsu,  is 
attempting  to  solve  the  Information  technology  skills  short- 
age by  recruiting  former  officers  from  the  armed  forces. 
"They  are  perfectly  suited  to  be  IT  project  leaders."  said 
Ian  Hardacre,  ICL’s  managing  director  of  IT  services.  The 
company  is  seeking  some  25  former  officers  in  its  current 
recruiting  drive,  which  aims  to  attract  at  least  500  new 
consultancy  systems  and  project  management  personnel. 
The  business  employs  more  than  2.000  staff.  The  decision 
to  seek  more  senior  officers  follows  the  successful  recruit- 
ment of  five  former  officers  last  year.  John  Turnbull,  a for- 
mer captain  in  the  First  Royal  Tank  Regiment,  who  joined 
ICL  after  being  in  charge  of  75  men  and  12  tanks,  said: 
The  skills  one  teams  as  an  army  officer  are  very  transfer- 
able to  IT  project  leadership." 

IT  companies  have  been  experiencing  severe  difficulties 
in  recruiting  staff  to  cope  with  the  explosion  in  demand  for 
Integration  services.  Christopher  Price,  London 


FOOD  STANDARDS  AGENCY 


THE  ECONOMY  SAGGING  GLOBAL  DEMAND  OFFSETS  EFFECTS  OF  RECENT  FALL  IN  STERLING 

Trade  deficit  widens  further 

lor  of  the  exchequer,  will 


Police  access  to 
IT  codes  urged 


By  Cfristopher  Adans, 
Economics  Staff 


The  UK’s  balance  of  trade 
with  the  rest  of  the  world 
has  deteriorated  further. 
Official  data  released  yester- 
day showed  sagging  global 
demand  has  more  than  offset 
the  effects  of  a recent  foil  in 
the  pound,  signalling  a need 
for  farther  interest  rate  cats. 

The  trade  deficit  in  goods 
widened  in  November  from 
£1.64bn  to  £2JSbn  ($2.7bn  to 
$3.6bn)  the  second  biggest  in 
nearly  10  years,  said  the 
Office  fra1  National  Statistics. 

Although  evidence  has 
pointed  to  an  improvement 
for  manufacturers  dependent 
on  overseas  markets,  after  a 
fell  of  8 per  cent  in  the  trade- 
weighted  value  of  sterling 
since  April,  competitive 
pressures  remain  immense. 

Dwindling  volumes  to  the 


crisis-hit  economies  of  south- 
east Asia  compounded  the 
effects  of  a strong  pound  <m 
Britain's  manufacturers  for 
much  of  last  year.  Exports  to 
the  region  sank  nearly  30  per 
cent  in  1998  from  £i6bn  to 
just  under  £l2bn.  Overall, 
the  UK's  trade  deficit  with 
non-European  countries 
jumped  to  a record  £I5.7bn 
in  the  year  to  December. 

Brian  Wilson,  trade  minis- 
ter, conceded  that  concern  at 
the  widening  deficit  But  he 
said  the  trade  gap  size  was 
in  line  with  projections  in 
November’s  pre-Budget 
report  At  just  over  1 per 
cent  of  gross  domestic  prod- 
uct, the  deficit  remained 
modest  by  historical  stan- 
dards, he  said. 

However,  economists  pre- 
dicted that  the  position 
would  worsen.  “With  the 
slowdown  in  the  world  econ- 


omy likely  to  continue, 
export  volumes  growth  is 
likely  to  remain  very  weak,” 
said  DharshM  David  of  the 
HSBC  banking  group. 
Including  a £l.lbn  surplus 
for  services,  comprising 
“invisibles”  such  as  financial 
services,  the  trade  deficit 
widened  from  £0.5bn  to 
£l.lbn  In  November. 

The  pound  was  unaffected 
by  the  depressed  data,  slip- 
ping slightly  to  $1,651 
against  the  dollar. 

• The  government  is  on 
course  to  meet  its  borrowing 
and  spending  targets  even  if 
the  economy  “flirts  with 
recession”  this  year,  accord- 
ing to  an  influential  report 
published  yesterday.  Bich- 
ard Adams  writes.  In  its 
authoritative  Green  Budget, 
the  independent  Institute  for 
Fiscal  Studies  concluded 
that  Gordon  Brown,  chancel- 


meet  his  own  golden  rule" 
of  only  borrowing  to  invest, 
and  keeping  public  sector 
debt  to  40  per  cart  of  output, 
despite  expecting  the  econ- 
omy to  slow  well  below  the 
Treasury’s  own  forecast 

The  report,  produced  by 
tfre  institute  and  Goldman 
Sadis,  the  investment  hank, 
expects  negative  economic 
growth  during  the  first  half 
of  this  year  to  puB  annual 
growth  rates  down  to  0.4  per 
cent.  That  is  less  than  half 
the  level  assumed  by  the 
Treasury  in  November  when 
it  made  its  most  recent  fiscal 
forecasts. 

But  the  government’s 
strong  fiscal  position  will 
allow  it  to  weather  the  short 
recession  being  predicted  by 
the  Green  Budget  without 
threatening  national  fiscal 
targets. 


By  John  Mason,  ■ 
law  Courts  Conaspondant 


Police  must  be  given  powers 
to  access  computer  “encryp- 
tion keys”  to  prevent  crimi- 
nals gaining  an  advantage 
by  using  sophisticated 
scrambling  technology,  the 
head  of  the  UK’s  National 
Criminal  Intelligence  Service 
believes. 

John  Abbott,  director- 
general  of  the  NCIS,  told 
reporters  in  London  the  UK 
government  must  resist 
pressure  from  business  not 
to  give  law-enforcement 
agencies  the  right  to  have 
access  to  encryption  keys. 

Encryption  technology, 
which  codes  or  scrambles 
information  passed  through 
computers,  is  widely  seen  as 
crucial  to  the  development 
of  electronic  commerce.  A 


debate  is  bang  held  between 
business  and  governments 
worldwide  ova  how  tightly 
the  technology  should  be 
regulated. 

The  NCIS  Is  concerned  at 
efforts  by  business  in  some 
countries  to  pressure  govern- 
ments into  minimising  regu- 
lation to  prevent  stifling  of 
electronic  commerce. 

Mr  Abbott  said:  “The 
encryption  issne  is  one  of 
the  most  important ...  fac- 
ing law  enforcement 
throughout  the  world.  It  has 
massive  Implications  for  our 
ability  to  combat  every 
threat  to  national  security.” 
He  added  that  people  in  law 
enforcement  agreed  that  the 
widespread  use  of  robust 
non-recovery  encryption  by 
criminals  could  “damage  our 
ability  to  fight  serious  and 
organised  grime*’- 


Businesses  attack  levy  plan 


WmiMG  CCWC, 

, At  Ttf£  FfcoD  . 
STANDARD 


Small  businesses  yesterday 
attacked  government  pro- 
posals to  charge  a flat  rate 
annual  tax  of  £90  ($148.50) 
on  food  outlets  to  pay  for 
the  planned  food  standards 
agamy.  Tony  Blair,  prime 
minister,  sought  to  play 
down  controversy  about  the 
levy  by  comparing  it  to  the 
weekly  cost  of  buying  a 
hamburger.  However,  the 
Association  of  Convenience 
Stores  said  its  members 
were  already  struggling  to 
compete  and  another  drain 
on  profits  could  force  some 
into  insolvency.  The  tax 
would  affect  175,000  retail- 
ers and  340,000  caterers. 

„ „ . . x "Hie  government  defended 

tne  decision  to  charge  supermarkets  the  same  amount  as 
kebab  shops.  Frank  Dobson,  health  secretary,  said:  “Quito 
afew  people  who  run  kebab  shops  are  likely  to  require  tin 
services  of  the  agency."  Nick  Brown,  agriculture  minister, 
said  the  agency  would  be  a “well-informed,  independent, 
powerful  voice  for  the  consumer". 

prcLmteod  010  a9ency  as  a response  to 
***  BSEor.mad  cow*  crisis  and  thee  colt  outbreak  fast 
year  in  Scotland.  The  tax  is  designed  to  raise  £40m  a year 
to  cover  the  start-up  costs  of  the  agency  and  some  of  its 
running  costs.  Andrew  Parker;  John  lSSi* 
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RENEWABLE  ENERGY  'RELATIVELY  MODEST  SUPPORT  WOULD  HELP  UK  COMPETE  WITH  US,  JAPAN  AND  GERMANY 

Solar  sector  seeks  $33m  government  boost 


By  Vanessa  Hotider  fa  London 

The  UK  solar  energy 
industry  has  asked  the  gov- 
ernment for  a ten-fold 
increase  in  government 
assistance  to  help  it  build  a 
domestic  manufacturing 
base  and  compete  with  US, 
Japanese  and  German 
suppliers. 

“The  UK  is  wen  placed  to 
move  into  a leading  position 
in  the  world  market,  given 
relatively  modest  govern- 
ment support,"  said  the  Brit- 
ish Photovoltaic  Association 
(PV-UK),  whose  42  corporate 
members  include  BP  Solar 
and  PflMngton  Technical 
Glass. 

It  argued,  at  a meeting  of 
parliament's  renewable 
energy  committee,  for  £2Qm 
(533ml  of  financial  support 
to  build  the  market  for  solar 


cells,  the  semiconductor 
devices  that  turns  the  sun’s 
radiation  into  electric 
current.  At  first  sight  the 
industry’s  case  appears 
unpromising.  In  spite  of  a 
five-fold  fell  in  prices  aver 
the  past  20  years,  solar 
energy  is  still  prohibitively 
expensive  for  most  applica- 
tions at  20  pence  (33c)  to 
30  pence  per  KWh. 

The  UK’s  variable  and 
meagre  sunshine  record  and 
the  availability  or  more 
advanced  sources  of  renew- 
able energy,  such  as  wind 
power,  means  that  even  the 
PV-UK  believes  that  .solar’s 
potential  is  limited  to  a few 
per  cent  of  the  nation’s 
energy  needs. 

Currently,  the  UK  has 
only  one  major  supplier  that 
manufactures  in  the  country 
- Intersolar,  employing 


fewer  than  400  people  and 
responsible  for  about  l per 
cent  of  the  world  market  for 
solar  cells. 

But  the  industry  points 
out  that  leading  UK  compa- 
nies, such  as  Pilkington 
Solar  and  Shell,  have 
already  achieved  a 10  per 
cent  share  of  the  £ibn  world 
market. 

However,  this  strength  is 
not  translated  into  UK  jobs 
since  most  production  takes 
place  in  countries  such  as 
Spain,  Germany  and  Austra- 
lia where  there  is  a substan- 
tial government-stimulated 

home  market  or  manufactur- 
ing costs  are  low. 

Even  though  the  PVUK 
acknowledges  that  most  of 
the  opportunities  for  UK 
photovoltaic  companies  arise 
from  exports,  it  argues  that 
it  is  important  to  establish  a 


buoyant  home  market  to 
encourage  manufacturing  in 
the  UK  and  provide  a show- 
case for  British  expertise. 

In  a strategy  for  boosting 
the  home  market,  which  has 
been  submitted  to  the  gov- 
ernment, it  says  there  is  a 
need  for. 

• Public  awareness  through 
developing  high-profile 
examples  of  solar  power  in 
prestigious  UK  buildings, 

• An  allocation  of  part  or 
the  ElOOm  annual  fossil  fuel 
levy  to  solar  power. 

• An  increase  in  staterfup- 
port  for  research  and  devel- 
opment from  Elm  to  £8m  a 
year.  The  Industry’s  case  for 
government  support  lies  in 
estimating  that  if  it  achieved 
a 15  per  cent  market  pene- 
tration by  2010,  it  could  cre- 
ate employment  for  about 
19.000  people  and  turnover 
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THE  ARTS 


CINEMA 


f A Bard  with 
zealous  charm 

But  should  Shakespeare’s  love  life  be 
straightened  out?  asks  Nigel  Andrews 


to  be  recruited 


Charm  is  usually  an  involuntary 
attribute.  As  soon  as  the  owner 
knows  he  has  it  he  risks  losing  it. 
He  plays  to  his  listeners:  he  gives 
out  artificial  personality  wattage 
where  before  all  was  nature  and 
Incandescence. 

In  rare  cases,  though,  trying 
too  hard  can  have  its  charm. 
Shakespeare  In  Love  goes  endear- 
ingly mad  striving  to  beguile  and 
* amuse  us.  In  a Toytown  Tudor 
J England  quarried  from  Shepper- 
^Aitoo  Studios.  Joseph  Fiennes's 
r doe-eyed  matinee  idol  of  a Bard 
/ unblocks  his  stymied  imagina- 
tion in  the  middle  of  a play  proj- 
ect called  “Romeo  And  Ethel.  The 
Pirate's  Daughter"  - a joke  fand 
not  the  film's  best)  - by  falling  in 
love  with  Gwyneth  Paltrow  as 

SHAKESPEARi  IN  LOVE 

John  Madden 

VERY  BAD  THINGS 

Peter  Berg 

TWO  GIRLS  AND  A GLTY 

James  Toback 

STEPMOM 

Chris  Columbus 

*«ne  Lady  Viola  De  Lesseps. 

This  aery  blonde  eyeful  looks 
f so  like  Tilda  Swinton’s  Orlando, 
especially  as  dressed  by  costumi- 
er-m-common  Sandy  Powell,  that 
we  are  hardly  surprised  when 
she  woos  Bill  back  by  slipping  in 
and  out  of  drag,  as  the  doubleted. 
hosed  and  moustached  auditi- 
onee  who  wins  the  main  role  in  a 
Romeo  ami  Juliet  that  has  sud- 
denly found  its  correct  plot  and 
title. 

To  complicate  matters.  Pal- 
trow's gold-digging  fiance  Colin 
Firth  is  mistakenly  jealous  of 
Rupert  Everett's  Kit  Marlowe  - 
resulting  in  a headline-snatching 
tavern  murder  - while  mo  re’ der- 
ing-do is  sprung  by  the  rivalry 
between  the  Curtain  and  Rose 
theatre  companies,  respectively 
fronted  by  the  teams  of  Marlowe 
and  actor  Richard  Burbage  (Mar- 
tin C] unes)  and  Shakespeare  and 
i , actor  Ned  Alleyn  (Ben  Affleck), 
j Meanwhile  - keep  up.  we're 
* almost  there  - Geoffrey  Rush 
(cockney  lisp  and  decaying 
teeth),  Simon  Callow  (beard  and 
bluster)  and  Tom  Wilkinson  (sim- 
mering gently  before  boiling) 
prop  up  the  plot  as  money-men  or 
masters  of  the  Queen's  revels. 

Being  directed  by  John  Madden 
of  Mrs  Brmni,  the  film  insists  on 
having  Judi  Dench  as  the  mon- 


arch du  jour.  So  the  great  Dame 
thrice  freezes  the  film  into  semi- 
greatness simply  by  standing 
there,  a Queen  Bess  pasty- 
phizzad.  flerce-wigged  and  corus- 
cating of  glance.  Madden  may 
also  have  insisted,  less  happDy. 
in  having  Mrs  B’s  cameraman 
Richard  Greatrex,  whose  tele- 
trained  eye  is  good  in  interiors 
but  reduces  outdoor  scenes  to  a 
bland,  grainy  wash. 

Thus  with  the  whole  movie. 
When  left  to  the  matn  actors  it  is 
fizzing,  funny  and  focused,  with 
screenwriter  Tom  Stoppard 
injecting  brio  into  the  original 
script  by  Marc  Waterworld  Nor- 
man. (The  "Present  from  Strat- 
ford-on-Avon" tea  mug  loke  is  a 
gem.)  The  next  moment  the  film 
is  more  like  Waterworld:  oceans 
of  plot,  intrigue  and  epochal 
atmosphere,  surfed  inchoately  by 
a surfeit  of  supporting  charac- 
ters. 

Yet  even  here  charm  can  come, 
and  does,  from  excess  zeaL  The 
overbnsy  background  also  pro- 
vides a perfect  foil  for  Fiennes 
and  Paltrow.  The  one  is  an  actor 
whose  combination  of  deep-set 
midnight  eyes  and  choked-voice 
shyness  - like  brother  Ralph  he 
denotes  emotion  by  cracking  syl- 
lables into  gentle  appoggiaturas 
- is  exotic  enough  to  seem  natu- 
ral in  an  Elizabeth  tunic.  The 
other  is  an  American  who  toys 
coquettishly  with  her  English 
accent  - “I  wiD  have  poetry  in 
my  life,  and  adven-chuh!"  - 
while  playfully  ransacking  the 
vocabulary  of  sex  appeal  bum  D 
for  demure  to  V for  vampish. 

Meanwhile  there  are  in-jokes 
for  the  intelligentsia,  including 
the  glimpse  of  a young  mouse- 
torturing John  Webster,  and 
broader  stuff  for  those  who  go 
along  in  hope  of  a "Carry  On 
Shakespeare."  ("How  long  has  it 
been?",  “A  goodly  length"... 
etc). 

My  only  major  carp  is  with  the 
suitable-for-schoofirids  straight- 
ening out  of  Shakespeare's  love 
life.  Didn't  Mr  W.S.  once  have 
something  going  for  a Mr  W23? 
Isn't  this  film  doing  the  opposite 
of  “outing"  him?  And  from  such 
a precedent  should  one  not  fear 
for  the  anodynisatioiD  of  cultural 
history?  Take  care  that  the  new 
millennium  does  not  bring  us 
"Wilde  In  Love",  starring  Gwy- 
neth Paltrow  as  Lady  Alfreda 
Douglas,  the  love  that  has  no 
problem  speaking  its  name;  or 
"Sweet  Sistine",  the  tale  of  a red- 
blooded  Italian  artist  and  the  girl, 
or  girls,  who  made  all  those 
sculptures  and  ceilings  possible- 
There  is  a new  category  of 


Playfully  ransacking  the  vocabulary  of  sex  appeal:  Gwyneth  Paltrow  in  ‘Shakespeare  in  Love* 


exciting  actor  in  Hollywood 
today:  the  ex-convict.  Robert 
Downey  Jr  and  Christian  Slater 
are  both  graduates  of  America's 
penal  system,  drugs-arrest  divi- 
sion. and  star  respectively  in  Two 
Girls  And  A Guy  and  Very  Bad 
Things. 

In  the  latter,  a broad  black 
comedy  about  four  Slater-led  pals 
accompanying  a soon-to-be-mar- 
ried fifth  to  a Vegas  stag  week- 
end that  ends  with  a prostitute 
and  security  guard’s  murder,  an 
entire  early  scene  is  devoted  to 
the  spectacle  of  men  hoovering 
cocaine  up  the  nose.  As  a non-co- 
kehead I find  this  narcotic  habit 
intriguing.  Does  it  explain  why 
everyone  In  Hollywood  these 
days  has  a catarrh?  Does  it 
explain  why  this  movie's  five 
main  males,  after  Vegas,  run 
around  like  headless  chickens 
auditioning  for  a bad  slapstick 
comedy? 


Of  course  no  one  involved  in 
this  first  feature  written  and 
directed  by  actor  Peter  Berg,  of 
The  Last  Seduction,  would  actu- 
ally have  taken  cocaine  during 
working  hours  (my  lawyer  asks 
me  to  point  out).  But  the  mere 
thought  or  memory  of  such  an 
adrenal  buzz  might  have  sabo- 
taged their  moral  and  comic 
sense,  dissolving  the  incongruity 
between  two  gruesome  trillings  - 
an  Aslan  and  a black,  to  boot  - 
and  much  mugging  later  on  of  a 
differently  gruesome,  would-be 
mirthful  kind. 

By  contrast,  if  Robert  Downey 
acts  as  well  as  he  does  thanks  to 
narcotic  assistance,  who  would 
discourage  him?  Screenwriter 
and  sometime  director  James 
Toback  (The  Gambler,  Fingers. 
Bugsy ) fashioned  Two  Girls  And 
A Guy  especially  for  Downey.  It 
is  a three-handed  encounter  ses- 
sion between  a lying  actor  and 


two  deceived  girlfriends  (Heather 
Graham.  Natasha  Gregson  Wag- 
ner) who  ambush  him  one  day  in 
his  trendy  attic  fiar 

It  is  nought  but  talk,  barring 
one  semi-graphic  sex  scene,  but 
the  talk  is  good,  notably  one 
uproarious  Downey  aria  at  once 
explaining  and  compounding  his 
history  of  lies.  So  is  the  way  the 
characters,  and  chiefly  the  pro- 
tagonist. talk.  As  he  showed  in 
Chaplin,  Downey  moves  with  the 
designer  anarchy  of  a skilled 
mime.  Loose  yet  controlled,  like  a 
puppeteered  rag  doll,  he  can  pos- 
ture and  grandstand  while  also 
delivering  the  subtlest  self-mock- 
ing asides.  He  has  the  large  notes 
and  small,  the  black  and  white.  If 
be  stays  out  of  jail  long  enough 
Downey  could  become  a major 
movie  actor. 

By  contrast  Julia  Roberts  ‘and 
Susan  Sarandon,  or  the  charac- 
ters they  play  in  the  maudlin 


Stepmom,  could  benefit  from  a 
long  prison  spell.  There  they 
would  be  unable  to  molest  the 
public  with  large,  lingering, 
moist-eyed  close-ups.  The  two  bi- 
generational  divae  play  new  fian- 
cee and  ex-wife,  respectively,  of 
Ed  Harris.  But  their  battle  is  less 
over  him  than  over  the  two  chil- 
dren. Can  Roberts  be  a mum  to 
the  resentful  tots?  Will  Sarandon 
ever  back  off  from  her  maternal 
role,  even  with  the  help  of  termi- 
nal cancer? 

Chris  Borne  Alone  Columbus 
directs  earnestly  and  glutinously, 
like  a man  paying  his  debt  to 
society  for  giving  it  Macaulay 
Cuban.  But  I would  have  paid  for 
Culkrn  to  appear  here.  He  could 
have  designed  booby-traps  for 
this  extended  family,  one  that 
extends  across  two  hours  of  wit- 
less script  and  a screen  the  width 
and  heft  of  a thousand  copies  of 
Reader’s  Digest  laid  end  to  end. 


Stylish  show  for  Gorky’s  indomitable  woman 


THFATRF  West  End  - at  the  Alhery,  where 

i.1?™.™: for  three  months  this  last 

ALASTAIR  MACAULAY  autumn  it  played  a brace  of  clas- 
sics by  Radne. 

Vassa  Gorky's  playwriting  career 

Albery  Theatre,  London  WG2  spanned  some  35  years.  Vassa 

spans  much  of  this  career,  for  he 
Once  again,  the  Almeida  Theatre  wrote  it  in  1909-10  (it  bad  its 

has  enriched  London  theatre  premiere  in  Moscow  the  foUow- 

with  a seldom-seen  and  remark-  ing  year);  and  then  be  returned 
able  play  that  extends  our  know-  to  it  decades  later,  completing  his 
ledge  of  the  western  canon.  In  revision  of  it  in  1935,  the  year 
particular,  the  Russian  canon,  before  his  death. 

Gorky's  1’assa  (or  Vassa  Zhelez-  Gorky  is  frequently  remarkable 
nova)  left  an  immense  impression  for  his  strong  women  anyway, 
when  Katie  Mitchell  directed  it  at  and  it  is  the  title  character  of 
the  Gale  Theatre  in  1990.  With  Vassa  that  most  distinguishes 
splendid  nerve,  the  Almeida  has  either  version  of  this  play.  Like 
staged  this  in  the  heart  of  the  the  Lady  Macbeth  of  Mtsensk, 


whom  Leskov  had  conceived  and 
whom  Shostakovich  made  an 
operatic  heroine  In  the  1930s,  she 
is  startlingly  unscrupulous,  ruth- 
less, indomitable.  Poisoning,  forg- 
ery, blackmail,  espionage:  she 
organises  these  within  her  own 
household. 

In  the  1935  version.  Gorky 
moved  the  play  from  a small  pro- 
vincial town  to  a large  city;  he 
made  Vassa’s  dying  husband  a 
paedophile;  he  made  her  more 
savagely  bourgeois*,  and  set  her 
against  her  soda!  revolutionary 
daughter-in-law  RacheL 

The  Almeida/ Albery  produc- 
tion, by  contrast  reverts  to  the 
first  version,  in  which  Vassa,  for 


all  her  relentless  drive,  is  more 
concerned  for  the  future  of  her 
family;  in  which  her  daugh- 
ters-in-law are  no  more  modem 
than  she;  and  in  which  the  entire 
play  has  more  comic  relief  and 
human  warmth  to  offset  its  dark 
central  drama. 

This  version  has  been  directed 
by  Howard  Davies,  and  adapted 
by  him  from  a translation  by 
Tania  Alexander  and  Tim  Suter. 
And,  once  again,  the  Almeida  has 
taken  a remarkable  play,  has 
given  it  memorably  picturesque 
designs  (by  Rob  Howell),  and  has 
made  it  a showcase  of  Stylish 
Acting. 

Sheila  Hancock  in  particular. 


as  Vassa,  gives  us  a dark/tight, 
finmy/dour,  harsh/feeling  perfor- 
mance. It  is  a real  pleasure  to 
hear  the  musical  current  of  her 
speaking,  with  its  wide  range  of 
pitch  and  dynamics,  and  to 
observe  her  gestures,  which 
lucidly  illustrate  the  elements  of 
denial,  conflict,  and  control  in 
Vassa’s  nature.  But  this  is  a per- 
formance like  a carefully  calcu- 
lated lecture-demonstration;  it 
stands  between  us  and  Vassa 
rather  than  lighting  up  Vassa 
from  within.  Nowhere  else  is  the 
acting  any  more  transparent 
In  a programme  note,  Tania 
Alexander  writes  that  this  first 
version  of  Vassa  "Is  a strong 
attack  on  the  meschane  class,  the 
beginnings  of  the  petit  bourgeois 
values  and  materialistic  attitudes 
which  destroy  the  family".  None 


of  this  becomes  interesting  in  the 
Almeida  production.  Seldom  does 
this  Vassa  make  us  aware  of  the 
wider  Russian  world  beyond  this 
family.  (Isolated  remarks  about 
riots  and  the  army  seem  like  acci- 
dental intrusions.)  By  contrast, 
my  enduring  memory  of  Katie 
Mitchell's  1990  Gate  staging  of 
Gorky’s  1935  revision  is  that  it 
was  an  eye-opener  in  its  presen- 
tation of  Russian  society. 
Through  the  black  drama  of  this 
one  claustrophobic  household,  we 
saw  the  bitter  decay  and  conflict 
of  an  entire  class.  Everything 
about  the  Almeida  production  is 
impressive,  interesting,  enter- 
taining. But  it  does  not  engage. 
Its  characters  appear  isolated 
from  the  world  and  from  us. 


Sponsored  by  AT&T. 


MUSIC 


Conductor 
provides 
the  drama 


In  advance  the  primary'  interest 
of  these  two  London  concerts  at 
the  Royal  Festival  Hall  hurl 
promised  to  be  the  comparison 
between  a pair  of  contrastin'; 
pianists  playing  Mozart  piano 
concertos.  But  as  it  turned  out. 
the  main  action  was  el^ewlirtv. 

First,  however,  the  Mozart.  On 
Sunday  the  Budapest  Festival 
Orchestra  under  its  founder  and 
music  director,  Ivan  Fischer, 
visited  London  with  a rnlured 
number  of  players  Tor  an 
all-Mozart  programme  - a 
change  from  the  big-orchi-stm 
Bartdk  and  Liszt  with  which  it 
has  made  its  name  since  1991. 

The  near  chamber  size  of  the 
orchestra  suggested  Dln7.ui  with 
an  awareness  or  pvriiul  style,  and 
that  was  how  it  turned  out.  Tin- 
textures  were  clear;  the  brass 
brayed  convincingly:  ami  the 
timpani  used  "authentic"  hard 
sticks.  Whether  it  was  worth 
travelling  a lnng  way  tu  deliver 
Mozart  performances  that  were 
not  much  more  than  adept  is 
another  matter. 

Fischer  was  most  successful  in 
the  funereal  Maio-r/sJy 
Trauerrmmlk  K.477  and  the 
Adagio  and  Fugue  in  C Minor 
K.546,  which  he  gave  extra  bite 
from  his  place  at  the 
harpsichord.  For  all  its  crisp 
good  sense,  the  "Prague" 
Symphony  No.  38  was 
rhythmically  earthlmund  mid  did 
not  sing.  In  the  G Major  Piano 
Concerto,  K.J53,  Alexey  Lubimov 
tried  for  period  style  on  his 
modern-day  grand,  but  only 
succeeded  in  sounding  brittle, 
with  little  expressive  warmth. 

Step  back  20  or  3d  years  and 
Mozart  used  to  sound  more  as  it 
did  on  Tuesday  when  Imogen 
Cooper  played  the  B Flat  Pi:  mo 
Concerto,  K.595.  with  the 
Philharmonic.  This  w as  a 
performance  which  did  sing, 
teasing  out  lyrical  phrases  even 
where  none  was  expected,  even  if 
it  was  so  doe-eyed  as  to  be 
almost  weepy  in  places. 

The  dominating,  and  most 
interesting,  personality  in  these 
two  concerts  turned  out  instead 
to  be  the  Philhannonias  guest 
conductor,  Christoph 
Eschenbach.  His  performance  of 
Beethoven's  Leonotv  Xu  a 
Overture  immediately  captured 
the  imagination  as  the  statement 
of  its  main  theme  rrept  stealthily 
into  view,  despite  scrappy 
ensemble  and  a variety  or  ideas 
about  tuning  within  the 
orchestra. 

As  a piece  of  conducting,  this 
was  for  preferable  to 
Eschenbach’s  brassy  Mahler  in 
London  last  year,  and  the 
performance  of  Brahms’s  First 
Symphony  that  followed  was 
better  again.  While  staying 
within  the  boundaries  of  wh.it  is 
idiomatic,  Eschenbach  took 
risks:  the  soaring  lyricism  of  the 
opening,  the  tense  grip  at  the 
beginning  of  the  finale,  the 
rocketing  pace  of  the  final  pages. 
Everything  worked  and  much  of 
it  was  exciting. 

The  near  capacity  audience 
even  seemed  to  be  concentrating 
on  the  music  - quite  an 
achievement,  when  we  all  know 
they  had  really  come  along  to 
spy  out  this  or  that  player  whose 
private  life  had  just  been  aired 
in  the  fly-on-the-wall  series 
about  the  Philharmonic  at  tiie 
weekend. 

Richard  Fairman 


Phflhannonia  concert  sponsored  by 
Principal  Friends  of  the  Ptiitharmoma 
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AMSTERDAM 

EXHIBITION 
Rijksmuseum 
Tel:  31-20-673  2121 

Asset  Pioneer  of  Dutch 
photography.  Nearly  200 
photographs,  including  portraits 
and  still  lifes,  made  by  Edouard 
Isaac  Asset  (1803-1 834);  to 
Mar  14 

OPERA 

Netherlands  Opera,  Het 
Muziektheater 
Tel:  31-20-551  891 1 
Camien:  by  Bizet.  New  staging 
by  Andreas  Homoki.  conducted 
by  Edo  de  Waart.  The  designs 
are  by  Wolfgang  Gussmann  and 
Gabriele  Jaenecke.  3nd  the  cast 
includes  Carmen  Gprisanu  and 
Martin  Thompson;  J3n  28,  31; 
Feb  3 


BARCELONA 

CONCERT 

Palau  do  la  Musics  Catalans 
Tel:  34-93-263  10  00 
San  Francisco  Symphony 
Orchestra:  conducted  by  Michael 
Titeon  Thomas  in  works  by 


Bernstein  and  Mahler;  Jan  28 

BERLIN 

OPERA 

Deutsche  Oper 

Tel:  49-30-34384-01 

Man  on:  by  Massenet  Conducted 

by  Sebastian  Lang- Lessing  in  a 

staging  by  Cesare  Lievi;  Jan  28; 

Feb  2 

CHICAGO 

OPERA 

Lyric  Opera  of  Chicago 
Tel:  1-312-332  2244 
www.lyricopera.txg 

• Mefistofefe:  by  Boito.  Gyorgy 
GySrivAnyi  Rath  conducts  a 
revival  staged  by  Peter 
McClintock.  Samuel  Ramey  sings 
the  title  role:  Jan  30 

• Romdo  et  Juliette:  by 
Gounod.  Conducted  by  John 
Nelson  in  a staging  directed  by 
Nicolas  Joel.  The  cast  stars 
Roberto  Aiagna  and  Angela 
Gheorgiu;  Jan  29;  Feb  1 

DALLAS 

OPERA 

Dallas  Opera 

Tek  1-214-443  1000 

www.daHasopefa.org 
La  Bohema  by  Puccini. 
Conducted  by  Antonello 
Allemandi  In  a staging  by  Mark 
Lamos,  with  sets  by  Michael 
Yeargan;  Jan  29,  31;  Feb  3 

HOUSTON 

THEATRE 

Houston  Grand  Opera, 

Wortham  Center 


Tek  1-713-2272787 
wwwJigo.com 
A Little  Night  Music:  by 
Sondheim.  Grant  Gershon 
conducts  a production  by 
Michael  Leeds,  with  a cast 
including  Frederica  von  Stade, 
Thomas  Allen  and  Sheri 
Greenawald;  Jan  29, 30, 31; 

Feb  3 

LONDON 

CONCERTS 
Barbican  HaD 
Tek  44-177-638  8891 

• London  Symphony  Orchestra; 
conducted  by  Colin  Davis  in 
works  by  Elgar,  Bartok  and 
Beethoven,  with  violin  soloist 
Sarah  Chang;  Feb  3 

• Royal  Philharmonic  Orchestra: 
conducted  by  Dam'ete  Gatti  in 
works  by  Brahms  and  Mahler, 
with  soprano  Ruth  Ztesak;  Feb  1 

DANCE 

Sadler’s  Weds 
Tek  44-171-863  8000 
Tanztheater  Wuppertal  Pina 
Bausch:  Viktor.  Long-awaited 
return  to  London  by  the  Pina 
Bausch  company,  which  is 
celebrating  its  25th  anniversary. 
With  designs  by  Peter  Pabst  and 
a score  including  jazz,  folk  and 
classical  music;  Jan  28, 30 

National  Gallery 
Tat  44-171-839  3321 
Portraits  by  Ingres:  Images  of  an 
Epoch.  40  paintings  and  50 
drawings  by  the  19th  century 
French  painter.  Includes  major 
loans  from  museums  in  France, 
foe  US  and  elsewhere;  to  Apr  25, 
then  touring  to  the  US 


Royal  Academy  of  Arts 
Tel:  44-171-300  8000 
Monet  in  the  20th  Century: 
arriving  in  London  from  Boston, 
this  exhibition  brings  together 
late  works  by  the  founder  of 
Impressionism.  The  80  paintings 
on  display  include  important 
public  and  private  loans, 
culminating  rn  a group  of  seven 
of  foe  monumental  water  lily 
panels  which  were  the  triumph  of 
his  career.  Also  included  are 
paintings  of  London  and  Venice; 
to  Apr  18 

LYON 

OPERA 

Op£ra  National  de  Lyon 
Tel:  33-4-7200  4500 
Zefmlra:  by  Rossini.  Conducted 
by  Mauririo  Benlni  In  a staging 
by  Vannis  Kokkos,  with  a cast 
including  Marietta  Devia;  Jan  30; 
Febl 

MONTREAL 

EXHIBITION 

Montreal  Museum  of  Fine  Arts 
Tel:  1-514-285  1600 
www.mbarnQcam.org 
Monet  at  Glvemy:  22  paintings, 
produced  during  the  last  20 
years  of  the  artist's  fife,  loaned 
by  the  Musee  Marmottan  in 
Paris;  from  Jan  28  to  May  9 

MUNICH 
CONCERTS 
Phflharmonie  Gasteig 
Tek  49-89-5481  8181 
• Munich  Philharmonic 
Orchestra:  conducted  by  Fabfo 
Luisi  In  works  by  Wagner  and 


Uszt;  Feb  1,  2, 3 
• Symphonieorchester  des 
Bayarischen  Rundfunks: 
conducted  by  Lorin  Maazel  to 
works  by  Mozart  and  Bruckner, 
with  piano  soloist  Murray 
Perahia;  Jan  30 

OPERA 

Bayertsche  Staatsoper 
Tel:  49-59-2785  7920 

www.8taatstheaterJjayern.de 
Lohengrin:  by  Wagner.  Peter 
Schneider  conducts,  in  a staging 
by  Gotz  Friedrich.  Cast  Includes 
Adrianne  PSeczonka  and 
WaHraud  Meier;  Jan  30;  Feb  3 

NEW  YORK 

CONCERTS 

Avery  Fisher  Hall,  Lincoln 

Center 

Tel:  1-212-875  5030 
wwwJncolncenter.org 
New  York  Philharmonic: 
conducted  by  Andre  Previn  in 
works  by  R.  Strauss;  Jan  28, 
29.30 

EXHIBITION 
Museum  of  Modem  Art 
Tel:  1-212-708  9480 
wwwjnoma.org 
Jackson  Pollock:  first  US 
retrospective  of  the  Abstract 
Expressionist  ance  that  held  at 
MOMA  in  1987.  Including  more 
than  100  paintings  and  50  works 
on  paper;  to  Feb  2,  then 
transferring  to  London 

PARIS 

concstts 

Salle  Pfeyel 
Tek  33-1-4561  6589 


• Cleveland  Orchestra: 
conducted  by  Christoph  von 
Dohnanyl  in  works  by  Beethoven 
and  Stravinsky,  with  violin 
soloist  Frank  Peter  Zimmerman; 
Jan  30 

• Orchestra  de  Paris: 
conducted  by  Neeme  JSrvl  in 
Orffs  Carmina  Burana;  Jan  28 

Theatre  des  Champs  Elysdes 
Tel:  33-1-4952  5050 
San  Francisco  Symphony 
Orchestra:  conducted  by  Michael 
Ulson  Thomas  in  works  by 
CarrteJoube  and  Mahler,  with 
soprano  Dawn  Upshaw;  Feb  1 

TOKYO 
CONCERTS 
Suntory  Hall 

Tel:  81-3-3584  9999 
NHK  Symphony  Orchestra: 
conducted  by  Stanislaw 
Skrowaczewski  in  works  by 
Beethoven,  Chopin  and 
Lutoslawski,  with  piano  soloist 
Bette  Davidovich;  Jan  28 

UTAH 

FESTIVAL 

Sundance  FBm  Festival 
Tel:  1-801-521  2525 
Sundance  Rim  Festival:  foe 
influential  showcase  for 
independent  cinema  makes  Its 
annual  appearance.  Screwings 
take  place  in  Park  City,  Salt  Lake 
City,  Ogden  and  Sundance;  to 
Jan  31 

VALENCIA 

CONCERT 
Palau  de  la  Muslca 


Cleveland  Orchestra:  conducted 
by  Christoph  von  Dohnanyi  in 
works  by  Beethoven  and 
Stravinsky,  with  violin 
soloist  Frank  Peter  Zimmerman; 
Jan  28 

WASHINGTON 

OPERA 

Washington  Opera,  Kennedy 
Center 

Tel:  1-202-295  2400 
www.dc-oper3.org 
The  Crucible:  by  Robert  Ward. 
New  production  by  Bruce 
Bercsford,  conducted  by  Daniel 
Beckwith;  Jan  23,  30 

TV  AND  RADIO 

• WORLD  SERVICE 
BBC  World  Service  radio  for 
Europe  can  be  received  in 
western  Europe  on  medium  wave 
648  kHZ  (463m) 

EUROPEAN  CABLE  AND 
SATELLITE  BUSINESS  TV 

• CNN  International 
Monday  to  Friday.  GMT: 

(XL30:  Moneyline  with  Lou  Dobbs 
13,30:  Business  Asia 

19.30:  World  Business  Today 
22.00:  World  Business  Today 
Update 

• Buslness/Markat  Reports: 
05:07;  06:07;  07:07;  08:20;  09:20; 
1020;  1120: 11:32: 12:20;  1 3:20; 
1420. 

At  0820  Tanya  Beckett  of  FTTV 
reports  live  from  UFFE  as  foe 
London  market  opens. 
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COMMENT  & ANALYSi 


FT  INTERVIEW  JOSCHKA  FISCHER 


Green  outlook 
on  the  world 


Ralph  Atkins  and  Frederick  Studemann  listen  to  the 
dilemmas  of  a revolutionary  turned  foreign  minister 


“W 


h e n 
someone 
with  a 
biography 


like  mine  becomes  German 
foreign  minister,  then  that 
shows  something  of  the 

democratisation  of  Germany. 
And  one  does  not  need  to 
fear  this  at  all.” 

Indeed,  there  is  very  little 
that  is  frightening  about 
Joschka  Fischer  today.  With 
his  gold-rimmed  reading 
glasses  and  grey  hair,  the 
first  Green  to  conduct  Ger- 
man foreign  policy  looks 
more  like  a conservative, 
19th  century  statesman  than 
the  fiery  revolutionary  he 
was  In  1968. 

Since  joining  Gerhard 
Schroder’s  Social  Democrats 
in  government,  Mr  Fischer 
has  learned  much  about  the 
art  of  compromise:  how  to 
accommodate  the  Green  par- 
ty's anti-nuclear  stance  with 
Germany's  foreign  commit- 
ments; how  to  justify  mili- 
tary intervention  In  Bosnia 
when  you  have  been  an  anti- 
imperialist  all  your  life. 

It  Is  a complex  stance, 
reflecting  the  agonies  of  a 
generation  of  world  leaders 
who  cut  their  political  teeth 
in  the  1960s  and  1970s. 

“For  my  generation  1 was 
not  anti- American.”  Mr 
Fischer  says.  ‘1  was  against 
a lot  of  US  policy.  But  1 felt 
close  to  American  culture.  In 
our  minds,  Berkeley  was 
around  the  comer.  Wood- 
stock  was  not  an  expression 
of  a foreign  culture,  it  was 
our  own  culture.”  It  is 
thanks  largely  to  US  and  UK 
policy  after  1915  that  democ- 
racy was  secured  in  West 
Germany.  “That  is  one  of  the 
most  Important  legacies 
which  we  will  take  with  us 
to  Berlin.” 

The  Greens  are  supposed 
to  be  pacifists.  Last  year’s 
US  and  UK  air  strikes 
against  Iraq  alarmed  many 
Green  MPs,  and  there  are 
qualms  about  a possible  mili- 
tary operation  in  Kosovo. 

Now  that  the  the  Greens 
are  In  power,  Mr  Fischer 


insists  that  his  party  under- 
stands its  responsibilities. 
He  says  the  coalition  govern- 
ment stands  for  continuity 
In  Germany’s  foreign  policy. 
Continuity,  in  fact,  has  been 
his  watchword  since  taking 
office,  largely  to  calm  nerves 
in  Washington  and  other 
western  capitals. 

Germany’s  allies,  he  says, 
can  count  on  It  as  a reliable 
Nato  partner,  even  if  early 
on  there  were  some  jitters 
when  he  proposed  that  Nato 
adopt  a “no  first  use”  policy 
on.  nuclear  weapons. 

Mr  Fischer  is  riled  at  sug- 
gestions that  he  Is,  or  was,  a 
pacifist.  “A  revolutionary  is 
no  pacifist . . . But  1 am 
firmly  for  a suppression  of 
military  violence  and  see  it 
as  a huge  act  of  progress 
that  European  Integration 
has  Implemented  a lasting 
structure  for  peace.” 

He  says  he  backed  military 
intervention  in  Bosnia  “as  a 
last  resort”. 

He  will  need  his  talent  for 


'For  my 

generation  I was 
not  anti-American. 
In  our  minds, 
Berkeley  was 
around  the  comer1 


compromise  and  reassurance 
when  he  begins  to  oversee 
negotiations  that  will  trans- 
form the  European  Union's 
finances  and  prepare  for  the 
momentous  embraee  of 
countries  of  the  former 
communist  east 
By  the  end  of  March,  Mr 
Fischer  hopes  to  have 
wrapped  up  the  so-called 
“Agenda  2000”  reforms  on 
the  EU  budget  and  agricul- 
tural policy.  The  mammoth 
task  of  squaring  French  and 
German  agricultural  lobbies, 
southern  European  demands 
for  structural  aid.  the  UK 


rebate  and  Germany's  own 
demand  for  cuts  to  its  contri- 
bution to  the  budget,  will 
fall  during  Germany’s  presi- 
dency of  tbe  EU. 

Mr  Fischer  won’t  say  by 
how  much  Germany  would 
nkg  to  cut  Its  net  DM22bn 
t$13bn)  contribution.  “Every- 
one bas  to  be  prepared  to 
make  compromises.  Nobody 
is  prepared  to  make  compro- 
mises at  any  price  - includ- 
ing Germany." 

On  Europe,  Mr  Fischer 
almost  prides  himself  in  con- 
tinuing tbe  work  of  Helmut 
Kohl,  the  former  chancellor 
- perhaps  recognising  he 
has  to  build  the  confidence 
of  allies,  in  the  government 
and  overseas.  “When  you 
look  at  things  like  the  Euro, 
enlargement  and  the  Agenda 
2000,  they  were  all  things 
decided  by  the  previous  gov- 
ernment. . . The  new  govern- 
ment bas  not  set  a new  pol- 
icy on  Europe  but  it  has 
been  taken  into  a new  stage 
of  development,  building  on 
top  or  what  has  already  been 
done.” 

Like  Mr  Kohl,  Mr  Fischer 
favours  a political  union, 
with  the  EU  ultimately 
developing  its  own  constitu- 
tional form.  “1  have  never 
made  any  secret  of  the  Ger- 
man position,  going  hack 
many  years,  that  we  want  to 
take  the  integration  of. 
Europe  to  its  conclusion,  to 
give  it  a political  aspect" 

IBs  ideas  raised  a predicta- 
bly hostile  reaction  in  the 
British  press  when  floated 
earlier  this  month  in  the 
European  parliament.  But 
Mr  Fischer  already  has  the 
weariness  of  most  German 
politicians  when  it  comes  to 
UK’s  role  in  Europe.  He 
spent  Christmas  reading 
This  Blessed  Plot,  the  history 
of  Britain’s  post-war  role  in 
Europe  by  Hugo  Young,  the 
UK  journalist  which.  Mr 
Fischer  says,  “made  the  Brit- 
ish ambivalence  towards 
Europe  absolutely  clear”. 

Germany,  he  argues,  backs 
European  Integration, 
because  it  has  averted 


tlw  amounctuiani  appeare  as  a maw*  ol  record  arty 


Acquisition  of  Co  Steel  Sheerness 
by  ASW  Holdings  PLC 


£37  million  private  equity  funding 
led  and  arranged  by 

Candover 


Subscription  to  convertible  loan  notes  by 

Candover  Partners  Limited 


Candover's  core  investment  in  this  publicly 
listed  company  comprised  £29  million  of 
convertible  loan  notes.  Additionally,  in  an 
innovative  use  of  private  equity,  Candover 
underpinned  an  open  otter  of  shares 
through  a commitment  to  subscribe  to 
further  notes  to  the  extent  that  the  open 
offer  was  not  taken  up. 


LETTERS  TO  THE  EDITOR  j 


Devotion  to  harmony  does  no  good 


Fischer  a different  tone 


from  Mr  O.  Afc'SSjm 
Sir,  la  ‘Twftegihe  euro's 
mettle".  (Janizary  22)  Peter 
jffffir.'  Martin  described*^  “balkan- 
jv'  ' teed"  & Eurt^eah.. corporate 
ifll  structure  without  a pan- 
European  company  statute. 
WBh/M  Perhaps  it  has  escaped  his 
notice  that  In  the  US,  a 
. , « much  more:  vigorous  econ- 
omy,  a company  can  be 
incorporated  in  a specific 
state,  with  its  own  special 
JsfeSdngH  tax  and  corporate  arrange- 
meats.  Switzerland  is  steal- 

piG|H  !ar-  raey  not  seem  to 

seed  “hannonisation"  'there. 
The  changes  Mr  Martin 
wQl.  not  improve 
pjjgPl  tbe  job  prospects,  of  the 
4 - -IM  millions  of  unemployed 
European  workers  by  one 
iota;  more  likely  the  reverse, 
-'"IlsJpl  slnce  changes  in  company 
law  wfil  generate  tincer- 
talnty  as  to  legal  effective- 

Brauchftscti  


' ness  where  at  present  there 
is  certainty.  That  will  not  be 
simply  a .matter  of  legal 
theory  Jjut  wfll  affect  'ques- 
tions as  to  banking  and  com- 
mercial practice. 

- Re-incorporation  under 
some  European  .'corporate 
statute  would  cost  money  in 
fees  without  the  .remotest 
economic  advantage. 

In  the  same  article  Emma 
Tucker  suggests  that  trans- 
parency will  drive  down 
. prices.  For  what?  Will  hotels 
in  London  become  as  cheap 
.as  those  ini;  say,  Lisbon?  Will 
. consumers  in.  say,"  Manches- 
ter check  comparable  prices 
in  Stuttgart,  Lyons  or  Rome? 
They  might  if  they  had 
access  to  the  Internet;  even 
than  it  is  unlikely,  that  they 
are  going  to  buy  typical 
household  goods  overseas  to 
save  a few  pounds,  differing 


prices  rule  in  different 
S?  the  US.  Why  *£*■«- 
Europe  be  any  differ***- 
It  is  precisely  this  unthtnl- 
ing  attitude  to  “Europe.™ 

harmonisation”  - » simJn 

to  the  religious  zeaiotn  -A 

the  Middle  Ages  and  frcni 
which  the"  editorial  colunn^ 
of  this  paper  are  not  immune 
- that  is  so  damaging  tu  the 
general  perception  of  the 
attractions  of  a closer  reut- 
tionship  with  the  euro-zone. 
Mr  Martin  and  other  er.ro 
priests  should  ask  them- 
selves if  the  changes  they 
are  advocating  are  likely  f 
do  any  good  at  all  other  than 

for  the  employment  pros 
pects  of  officials. 
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G.M- Simon, 
p.  O.  Bos  30, 
Moreton-in -Marsh. 
Gloucs  GL56  SYR,  UK 


nationalist  wars  and  Is  an 
answer  to  economic  globali- 
sation. “These  two  reasons 
were  not  Invented  by  Mr 
Kohl  or  Francois  Mitterrand 
[the  late  French  president] 
but  were  the  basis  of  the 
European  integration  pro- 
cess from  the  start  and  are 
still  relevant 

“This  Is  what  bas  created 
the  difficulties  over  the  Brit- 
ish role  or  British  self- 
awareness  - because  Great 
Britain  bas  a different  his-/ 
tory  and  had  a different/ 
role."  I 

Perhaps  as  a result,  a 
political  union  would  not  \fa 
rushed  under  Mr  Fischdr.. 
Under  German  plans  to/ be 
presented  at  the  Cologne  EU 
summit  in  June,  institu- 
tional reforms  would  be 
focused  on  majority  voting, 
voting  weights  and  the  size 
of  the  Commission.  Delibera- 
tions would  culminate  In  an 
inter-governmental  confer- 
ence in  2001.  But,  Mr  Fischer 
insists;  “Tbe  question  of  the 
final  form  of  the  European 
Union  will  have  to  be 
reflected  in  institutional 
reform.  It  will  not  be  fully 
represented  yet  but  in  every  * 
discussion ...  the  problem  of 
the  final  form  surfaces." 

Mr  Fischer  has  been  sur- 
prisingly reticent  about  one 
big  change  in  policy:  the 
Greens's  insistence  that  the 


S>vernment  com- 
oetahle  to  phase 
power.  He  has 
save  the  difficult 
to  Jfirgen  Tri- 
sen environment 
id  has  been  pro- 
s’ in  Paris  and 
th  his  demands 
to  the  reprocess- 
an  nuclear  waste 
id  the  UK. 
ay.  Mr  Schroder 

amonria  with  his 

European  partners  but 
annoyed  many  Greens  - by 
backtracking  on  parts  of  his 
government's  programme  to 
phase  out  nuclear  power.  Mr 
Fischer  remains  sanguine 
about  the  strength  of  tbe 
red-green  alliance. 

“We  would  have  com- 
pletely different  problems  in 
the  coalition  today  if  the 
Greens  did  not  have  the  for- 
eign ministry.  The  influence 
of  the  Greens  on  policy  as  a 
whole  is  considerably  stron- 
ger because  we  have  the  for-, 
eign  ministry."  Mr  Fischer 
asserts. 

On  foreign  policy,  at  least, 
Mr  Fischer  Insists  there  are 
.no  differences  of  opinion 
between  himself  and  the 
chancellor.  “We  have  a dif- 
ferent tone,  because  we  are 
different  people."  he  says. 
“When  you  look  at  the  sub- 
stance, there  is  no  differ- 
ence." 


EC  As  need  binding  standards 


From  Mr  Jem  Sohn. 

Sir,  "US  group  faces  attack 
on  India  ‘rights  abuse’ ",  Jan- 
uary 25)  exposes  an  ongoing 
disregard  for  human  rights  . 
concerns  in  developing  coun- 
try project  finance.  Tbe  land- 
scape of  large-scale  extrac- 
tive . and  infrastructure 
projects  backed  by  public 
export  credit  and  investment 
Insurance  agencies  shows  an 
obvious  disregard  for  social 
and  environmental  concerns. 
What  is  mare  disturbing  Is 
that  those  public  institutions  - 
that  take  a lead  in  Integrat- 
ing such  standards  into  their 
financial,  decision-making 
are  scorned  by  their  Inter 
national  competitors. 

Ex-Im  and  all  other  export 
credit  agendas  show  little  if 
any  concern  for  human 
lights  standards  in  the  pro- 
jects they  support,  as  evi- 
denced by  the  Human  Rights 
Watch  report  For.  Instance, 
both  US  Ex-Im  and  CoFace 
of  France  ignore  a number  of 
troubling  issues  in  their 
review  of  Exxon’s  Ghad- 
j Cameroon  pipeline  project  It 
appears  that  no  lessons  shall 


be  learned  from  Dabhol  by 
those  Involved. 

hi  terms  of  environmental 
standards.  Ex-Im  is  the  first  | 
export  credit  agency  to  sys- 
tematically conduct  environ- 
mental assessments  for  all 
projects  It  supports.  How- 
ever, competitors  such  as 
the  . UK’s  ECGD  and  CoFace 
of  France  take  advantage  of 
this  leadership  to  attract 
ctmttacte/ causing  a race  to 
the  bottom  whereby  EC  As 
with  the  lowest  standards 
can  get  deals. . t 
A better  approach  would 
be  for  these  countries  to 
recognise  foe  importance  of 
exporting  clean  air  and 
water  standards  as  a condi- 
tion of  backing  transnational 
development,  particularly 
When . public  money  is 
Involved.  It  is  time  for  the 
G6  to  rafliw  binding  environ- 
mental and  human  righto 
standards  a priority  issue  for 
publicly  backed  EGAs. 


How  Germany 
can  leap  ahead 


Prom  Mr  Ted  van  Hecs. 

Sir,  After  a 17-year  slum- 
ber. the  German  government 
has  awoken  \\Jth  a thud  to 
the  developing  world's  debt 
crisis  and  the  economic, 
social  and  strategic  threats 
emanating  from  it  ("Ger- 
many's helping  hand”.  Janu- 
ary 21).  We  congratulate: 

Let  laggard  Germany  no  ■ 
just  catch  up  with  its  mor-  • 
progressive  GS  peers,  bn:  ^ 
take  a leap  abend.  This- 
thbhtis  going  beyond  the  can- 
cellation of  aid  debts,  thtx*- 
reticaUy  standard  practice 
since  1978.  to  the  much  more 
contentious  cancellation  of 
export  credits,  by  now  the 
far  bigger  problem  in  the 
world's  poorest  regions.  If, 
as  Gerhard  Schroder  inti- 
mates, Germany  unexpect- 
edly takes  tbe  lead  on  this, 
much  indeed  can  be  gained 
from  the  Cologne  summit. 


Jon  Sohn, 

Friends  of  the  Earth-US, 
1025  Vermont  Ave, 
Washington.  D.  C*  20005,  US 


Ted  van  Hees. 

European  Network  on  Debt 
and  Development, 

46  roe  Dejoncker. 

1050  Brussels,  Belgium 
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The  Atlantic  option 


With  major  companies  in  the  defence  industry  looking  for  global  access,  It  is  time  to 
embrace  reciprocity  and  abandon  the  fortress  mentality  in  favour  of  transatlantic  reach 


One  feature  of  the 
merger  of  British 
Aerospace  and 
General  Electric 
Company's  defence  division 
deserves  highlighting:  the 
combined  company  will  do 
| 25  per  cent  of  Its  business  in 
the  United  States.  It  illus- 
trates a growing  trend  in  the 
once  hidebound  world  of  ' 
defence:  the  search  for 
global  access,  particularly  to 
the  large  US  defence  market. 

Against  this  trend,  some 
governments  in  Europe  held 
out  hope  for  the  creation  of  a 
European  defence  champion 
- at  least  until  the  BAe/GEC 
merger  was  announced. 

The  tension  between  these 
two  approaches  to  defence 
restructuring  - transatlantic 
reach  versus  European  (and 
American)  fortresses  - con- 
tinues to  fuel  debate  on  both 
sides  of  the  Atlantic. 

There  is.  however,  a pow- 
erful logic  to  the  Atlantic 
option.  The  BAe/GEC  move 
and  the  approaching  50th 
anniversary  Nato  summit 
provide  an  opportunity  tor 
governments  on  both  sides 
to  strengthen  the  Atlantic 
trend,  mid  reject  the  fortress 
mentality. 

What  is  the  logic  that 
makes  the  Atlantic  option 
compelling?  First,  military 
hardware  budgets  on  both 
sides  of  the  Atlantic  have 
fallen  to  unprecedented 
lows.  Defence  procurement 
in  theTTS  fell  67  per  cent  in 
constant  dollars  between 
1987  and  1998;  tbe  decline  for 
the  Nato  allies  was  35  per 
cent.  The  resulting  cancella- 
tions and  smaller  production 
runs  have  brought  very 
inefficient  pricing.  Even  the 
recently  announced  SUObn 
increase  in  US  defence  bud- 
gets over  the.  next  five  years 
will  not  restore- efficient  pro- 
duction-rates for  ships,  air- 
craft, helicopters  and  trans- 
port aircraft. 

The  Europeans  have 
already  merged  acquisition 
far  several  generations  of 
fighters  and  missiles,  and 
are  working  on  doing  so  for 
transport  aircraft  and  heli- 
copters. Yet,  as  the  Euro- 
fighter programme  suggests,  . 
even  amalgamating  demand 
across  Europe  is  not  enough 
to  achieve  an  efficient  rate  of. 
production.  Only  uncertain' 
overseas  sales  could  make 
up  the  difference.  The  logic 
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Force  to  be  reckoned  with:  Future  mfitary  strength  w01  depend  on 
pooling  technological  resources  AP 


for  making  the  next  fighter  a 
transatlantic  programme 
seems  compelling.  . 

The  second  argument  for 
transatlantic  consolidation  is 
technology.  Information,  - 
communications  and  elec- 
tronics axe  vital  to  ensuring 
a capable  military  force.  The 
firms  that  produce  these 
essential  elements  of  mili- 
tary success  are  global,  com- 
mercial businesses.  Future 
military  strength  will 
depend  on  pulling  that  tech- 
nology together  In  hardware  . 
programmes,  not  on  trying 
to  keep  the  technologies 
secret-  Tbe  Orths  that  own 
the  technologies  are  transat- 
lantic; neither  “side"  owns  . 
an  advantage  here.  It  is  in 
the  interests  of"  both  the 
Americans  and  the  Euro- 
peans that  this  technology 
flows  both  ways  with  ease. 

'Ate  Americans  are  begin- 
ning to  recognise  Ibis'  real- 
ity: "Globalisation  is  a feet, 
not  an  alternative  for 
Department  of  Defence  mod- 
ernisation" one  DoD  panel 
has  concluded. 

The  third  reason  is  a mili- 
tary one:  the  requirements 
of  coalition  operations  both 
at  the' European  fringe  (the 
Balkans)  and  further  afield 
(the  .Gulf)..  Recent  defence 
renews  in  the  US;  UK  and 
France  all  move  towards  an 
enhanced  expeditionary 
capability.. 

In  contrast  to'the.  cold  war, 
these  forces  are  being  used 
in  coalition  - Operations. 
Whether  keeping  the  peace 


or  fighting,  their  effective- 
ness depends  on  their  ability 
to  communicate,  share  Infor- 
mation and  intelligence. 

Industry  consolidation  is 
bolstering  the  transatlantic 
logic.  The  American  wave 
led  to  four  surviving  dBfpnre 
system  integrators  - Boeing, 
Lockheed-Martin,  Raytheon 
and  Northrop-Grumman  - 
which  are  how  tentatively 
exploring  ways-  to  increase 
their  European  presence. 

European  industry,  at  first 
. frozen  in  place,  has  begun  to 
movei  as  the  BAe/GEC, 
AerospatlaJe/Matra  mergers 
■and'  Vickers/Gfcat  co-opera- 
tion indicate.  While  Euro- 
pean governments  seek  to 
impose  a European  cham- 
pion vision,  industry,  left  to 
Its  own  devices,  seeks  the 
most  efficient  alliances. 
Tank  manufacturers  cooper- 
ate across  British-French 
lines;  .missile  companies 
move  across  Franco-British- 
. Italian-German  lines.  If  the 
largest  market  Is  in  Amer- 
ica. they  will  seek  opportuni- 
ties there,  as  GE/Snecma, 
Rolls-Royce/Allison  and 
GEC/Tracor  demonstrate. 

Governments  on  both 
rides  of  the  Atlantic,  how- 
ever, are  resisting- market- 
driven  consolidation.  The 
BAe/GEC  merger  disap- 
pointed the  British  govern- 
ment, which  was  pushing  for 
a European  tie-in.  .German 
defence  concerns  felt  jilted 
at  the  altar"  by  BAe.  The 
French  are  leading  the  call, 
for  a-  grand  European 
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champion.  Fortress  Europe 
cannot  be  far  behind. 

The  US  defends  its  own 
fortress.  Export  controls, 
rules  governing  tbe  transfer 
of  technology  and  merger 
clearance  processes  have  for 
years  frustrated  European 
attempts  to  secure  a foothold 
in  tbe  US  market. 

Governments  need  to  heed 
the  BAe/GEC  merger  and 
abandon  the  notion  that  poli- 
tics should  trump  good 
policy  and  economic  effi- 
ciency- Those  responsible  for 
the  bottom  line  in  the  busi- 
ness are  far  better  equipped 
than  politicians  to  shape  the 
industry’s  consolidation. 

The  result  will  not  be  one 
heavy,  inefficient  merged 
European  firm  versus  the 
Americans.  It  will  be  US 
firms  that  became  European 
and  European  firms  that 
became  American,  within 
and  across  product  lines, 
enhancing  competition  and 
efficiency  in  a broader  trans- 
atlantic market. 

As  buyers  of  the  end  prod- 
uct, governments  have  an 
Important  role  to  play.  What 
can  they  do  to  take  maxi- 
mum advantage  of  the  trans- 
atlantic option  and  tear 
down  fortress  walls? 

• European  efforts  to  inte- 
grate defence  Into  the  EL: 
and  create  common  procure- 
ment rules  should  be  bol- 
stered by  a Nato  initiative  to 
harmonise  such  rules  across 
the  Atlantic. 

• Export  control  policies, 
which  are  being  coordinatod 
In  the  EU,  should  be  co- 
ordinated through  Nato. 

• Merger  and  acquisition 
regulations  require  Tever 
constraints. 

defence  reviews 
need  to  be  co-ordinated,  not 
mailed  to  allies  after  thev 
are  do ne.t  * 

The  key  to  taking  advan- 
Sj.  •*  **  transatlantic 
logic  will  be  reciprocity 
Europeans  will  need  to  bunr 
some  bruised  feeling^ 

^encanawffi  need  to  inter- 

nahse  the  logic  of  co- 
operation  before  their  policy 
derisions  are  made  Thp 
«veo(twofo^ 
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No  devaluation 
in  China 
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China  has  no  plana  to  devalue,  as 
Dal  Xianglong,  the  central  bant 
governor,  yesterday  reaffirmed. 
This  will  come  as  a comfort  to 
China’s  neighbours,  and  for 
investors  in  the  region.  However, 
in  a crucial  seme,  Mr  Dai  has 
changed  the  nature  of  the 

' / commitment 

} ly  Keeping  the  renminbi  In  a 
JraDge  close  to  8.27  to  the  dollar 
, has  been  an  immutable  promise, 
a political  commitment  Mr  Dai 
has  weakened  this  commitment 
by  introducing  a caveat  an  eco- 
nomic contingency:  “The  ren- 
minbi would  devalue  only  when 
there  is  a great  unbalance  in  the 
balance  of  payments  of  China, 
and  there  is  a great  increase  in 
the  cost  of  exports." 

Mr  Dai  is  no  doubt  shooting 
straight  when  he  says  that  China 
is  not  preparing  for  a devalua- 
tion. Hus  costs  of  devaluation  he 
identified  - lost  foreign  direct 
investment,  increasing  the  bur- 
den of  foreign  debt  and  in  terms 
Of  the  Stability  Of  the  ftnanriai 
sector  - are  all  important  More- 
over, the  major  reason  for  con- 
cern over  a devaluation  last  year, 
jtte  weakness  of  tie  yen  against 
dtte  dollar,  has  been  reversed. 
^However,  Mr  Dai  has  undoubt- 
edly opened  the  way  for  greater 
flexibility,  if  balance  of  payments 
and  export  performance  prove 
worse  than  expected.  China  has 
already  suffered  from  fallout 
from  the  Asian  crisis.  Export 
growth  has  slowed  from 
21  per  cent  in  1997  to  less 


than  1 per  cent  last  year. 

Market  pressures  on  the  ren- 
minbl  are  very  limited.  Capital 
controls  mean  that  speculation  is 
all  but  impossible.  But  fears  of 
devaluation  have  led  to  capital 
flight.  More  than  $20bn  was  spir- 
ited abroad  last  year,  illegally  cir- 
cumventing the  currency  laws. 
This  is  not  enough  to  raise  fears 
of  a balance  of  payments  crisis. 
China  has  some  $l45bn  in 
reserves,  more  than  enough  to 
cover  a year’s  imports.  But  the 
authorities  might  be  tempted  to 
devalue  if,  through  a combina- 
tion of  declining  exports  cap- 
ital flight,  reserves  fall  substan 
tially. 

However,  in  deepening  the  cri- 
sis in  the  region,  and  setting  off  a 
further  round  of  devaluations,  a 
Chinese  devaluation  would  do 
little  for  exports.  Moreover, 
imports  would  be  made  more 
expensive  in  a country  where 
more  than  half  of  exports  consist 
of  processing  imported  inputs. 
Devaluation  would  put  severe 
pressure  on  Hong  Kong's  cur- 
rency board.  China  would  also 
lose  the  political  good  win  it  has 
built,  in  the  region  and  interna- 
tionally, by  maintaining  the 
value  of  Its  currency. 

All  thto  m <»ar> c that  the  impor- 
tance of  Mr  Dai’s  comments 
should  not  be  exaggerated.  But 
nor  should  it  be  ignored.  The  cen- 
tral bank  governor  traditionally 
holds  one  press  conference  a 
year.  Presumably  be  chooses  his 
words  extremely  carefully. 


China  throws  a lifeline 


As  its  leaders  never  tire 
of  asserting.  China  is 
not  at  all  like  those 
other  emerging  mar- 
kets that  have  gone  bast 
Repeating  the  message,  tie 
chairman  of  the  central  bank  yes- 
terday again  swore  the  country 
would  not  devalue,  while 
announcing  the  biggest  shake-up 
in  the  financial  system  so  fan  he 
will  provide  dollars  to  felled 
investment  trusts  and  set  up  a 
system  for  dealing  with  bad  loans 
modelled  on  the  one  adapted  in 
the. US  after  the  savings  loan 

scandals. 


Beijing  is  trying  to  get  to  grips  with  its  shaky  financial 
system.  James  Harding  weighs  up  the  authorities’  efforts 


Europe’s  right 


Every  five  years  Europe  makes 
an  attempt  at  transnational  poli- 
tics, as  its  parties  gear  up  to  fight 
the  European  Parliament  elec- 
tions on  a left-right  basis.  But 
this  summer’s  European  parlia- 
ment contest  is  looking  rather 
i .top-sided,  with  the  European 
\ right  in  a sorry  state. 

Out  of  the  BITS  IS  countries, 
the  right  is  in  sole  control  in  only 
i one  state,  Spain,  and  is  unlikely 
’ to  gain  power  elsewhere  any  time 
soon.  In  France,  the  mainstream 
rightwing  opposition  seems  too 
incompetent  to  exploit  the  new 
split  In  the  far-right  National 
Front.  In  Germany,  Chancellor 
Schroder’s  red-green  coalition  is 
being  shaken  more  by  its  division 
over  nuclear  power  than  by  pres- 
sure from  the  Christian  Demo- 
crat opposition.  And  in  Britain, 
William  Hague,  the  Conservative 
leader,  has  yet  to  find  any  issue 
to  dent  Tony  Blair's  popularity. 

Does  the  slump  in  the  Euro- 
pean right's  fortunes  matter? 
Yes,  for  two  reasons.  The  first  is 
that  a healthy  European  right  is 
, less  likely  to  go  hunting  for  rac- 
> ist  votes.  The  second  is  that  a 
bold  European  right  is  needed, 
particularly  on  the  continent  to 
r take  a lead  in  espousing  liberal, 

I free-market  policies  from  which 
? the  centre-left  (outside  Blair’s 
1 Britain;  still  often  shrinks. 

But  these  days  Europe's  left  is 
not  an  easy  target  for  the  right  to 
attack.  The  left  is  harder  now  to 
caricature  as  unpatriotic  or  soft 
in  defence  of  national  interests. 


The  Blair  government  is  keen  on 
defence,  not  to  say  threats  of 
force  in  places  like  Iraq  or  Kos- 
ovo. The  SchrOder  coalition  has 
also  toughened  Germany’s  mili- 
tary stance.  The  Jospin  govern- 
ment has  taken  a hard-headed 
line  on  illegal  immigration. 

The  right  used  to  get  much 
mileage  out  of  promising  to  pro- 
tect national  identity.  But 
national  identity.  In  terms  of  sov- 
ereignty, is  being  inexorably 
undermined  from  below  by  the 
growing  importance  of  Europe’s 
regions  and  from  above  by  Euro- 
pean Union  integration. 

Mr  Hague  is  fighting  this  trend, 
so  far  to  little  effect,  with  his 
charges  that  Mr  Blair  is  under- 
mining Britain's  national  identity 
by  giving  Scotland  and  Wales 
autonomy  and  preparing  to 
sweet-talk  the  country  into  the 
euro.  Claims  to  protect  national 
identity  can  also  degenerate  into 
racism,  a risk  the  German  opposi- 
tion is  now  running  in  campaign- 


ing against  enlarging  the  coun- 
try’s citizenship. 

In  the  face  of  this,  Europe's 
right  could  just  wait  for  the  pen- 
dulum of  power  to  swing  back. 
Far  better,  though,  that  it  should 
take  up  the  challenge  of  making 
the  case  for  economic  liberalism. 
A clear  stand  against  .state  job- 
creation  schemes  or  EU  tax  har- 
monisation, and  in  favour  of 
solidly  buttressing  the  European 
Central  Bank’s  independence 
would  give  the  right  distinctive 
policies  of  its  own. 


Peace  in  peril 


The  wave  of  so-called 
punishment  attacks  by  para- 
military terrorists  raises  grave 
concerns  about  the  future  of  the 
peace  process  in  Northern 
Ireland.  The  maiming  of  innocent 
people  in  the  wholly  spurious 
<iuse  of  something  called  "com- 
1 munity  justice"  has  provoked 
| widespread  revulsion.  The  agon- 
ising judgment  facing  Tony 
Blair's  government  is  whether  to 
■ conclude  that  the  attacks  effec- 
tively mark  the  end.  of  the  IRA 
and  loyalist  ceasefires. 

William  Hague's  Conservatives 
are  demanding  the  suspension  of 
the  early  release  programme  for 
terrorist  prisoners  in  the  prov- 
ince until  the  violence  stops. 
According  to  their  figures,  the 
IRA  has  been  responsible  for  at 
least  four  shootings,  12  beatings 
and  22  cases  of  intimidation  this 
year.  The  tally  of  loyalist  para- 
militaries is  higher  still. 

The  reluctance  of  the  political 
representatives  of  such  groups  to 
condemn  these  acts  of  brutality 
has  heightened  concern  that  they 
represent  a cynical  attempt  to 
undermine  the  peace  process. 
.Sinn 'Ffein’s  Gerry  Adams  and 
f Martin  McGuinness  have  refused 
i to  discuss  the  crisis  with  Mo 
' Mowlam,  the  Northern  Ireland 
secretary.  Mr  Adams,  who  has 
recently  decided  to  sell  his 
peaking  talents  on  the  lucrative 
US  lecture  circuit,  has  become 
uncharacteristically  shy 
of  the  media.  Loyalists  are 


only  slightly  more  forthright. 

The  risk  now  is  that  this 
escalating  violence  - and  yester- 
day also  saw  the  apparent  mur- 
der in  the  province  of  a promi- 
nent IRA  member-turned- 
informer  - could  finally  derail 
attempts  to  set  up  the  new  North- 
ern Ireland  executive  promised 
by  the  Good  Friday  agreement. 
Ulster  Unionists  have  already 
refused  to  share  power  with  Sinn 
Fain  in  advance  of  some  decom- 
missioning of  IRA  arms. 

Yet  if  the  halting  of  prisoner 
releases  is  superficially  attrac- 
tive, it  is  also  perilous.  To  take 
such  action  would  — as  Mr  Blair 
argues  - effectively  give' up  on 
hopes  of  a political  solution. 

There  may  well  come  such  a 
moment  The  government  cannot 
indefinitely  compromise  the  nor- 
mal rules  of  democracy  in  the 
face  of  such  appalling  acts.  Yet 
those  who  demand  action  now 
might  pay  heed  to  the  advice  of 
George  Mitchell,  the  former  US 
Senate  leader  who  oversaw  the 
Good  Friday  agreement 

Seeking  peace,  Mr  Mitchell 
said,  "takes  courage,  persever- 
ance and  steady  nerves  in  the 
face  of  violence.  I believe  it  a 
wiiafafcg  to  say  in  advance  that  if 
acts  of  violence  occur,  the  negoti- 
ations mil  stop.  That's  an  invita- 
tion to  those  who  use  violence  to 
destroy  the  peace  process  and  it 
transfers  control  of  the  agenda 
from  the  peaceful  majority  to  the 
violent  minority." 


It  is  true  that  Hhimi  ig  differ- 
ent It  has  tight  capital  controls, 
which  wall  off  the  currency  from 
speculative  assault.  Foreign 
exchange  reserves  worth  over 
*145bn  cover  the  full  extent  of 
the  country’s  foreign  borrowings. 
Capital  inflows  mostly  take  the 
form  of  foreign  direct  investment 
which  cannot  fly  out  again  in  a 
panic.  And,  having  registered  7a 
per  cent  growth  last  year.  Betting 
boasted  the  fastest  economic 
expansion  in  Asia  in  1998. 

The  trouble  is  that  its  financial 
System  looks  unsettlingly  similar 
to  that  of  recent  confidence  vic- 
tims. The  leadership  has  staked 
its  political  credibility  on  a fixed 
exchange  rate,  defending  a de 
facto  peg  to  the  dollar  in  the 
teeth  of  international  scepticism 
and  domestic  suspicion.  The 
recent  collapse  of  a prominent 
investment  company,  the  first 
bankruptcy  in  China’s  modem 
history,  has  offered  foreign  lend- 
ers a painful  glimpse  of  the 
cronyism  and  incompetence  at 
work  in  over-borrowed,  under- 
performing non-bank  financial 
institutions. 

Meanwhile,  an  insolvent  bank- 
ing sector  has  been  increasing 
loans  to  inefficient  state-owned 
enterprises  at  a rate  that  out- 
strips output  growth,  thereby 
heaping  new  non-performing 
loans  on  old  ones.  Judged  by 
their  capital  adequacy  ratios,  the 
level  of  non-performing  assets 
and  profitability,  China's  banks 
do  indeed  look  different  to  many 
of  their  Asian  counterparts  - 
they  look  worse. 

Nicholas  Lardy,  in  his  recent 
book,  China's  Unfinished  Eco- 
nomic Revolution  (Brooksing 
Institution),  observes:  "The  chal- 
lenge China  feces  in  reforming 
its  banking  system  in  certain 
respects  exceeds  that  of  most 
other  emerging  markets.’* 

The  state  banks’  relentless 
extension  of  credit  mostly  to 
inefficient  state  enterprises  is 
building  up  a pile  of  nan-perform- 
ing assets  which  represent  a 
future  debt  burden  to  the  Chi- 
nese government,  a choke  on  pro- 
ductivity and  economic  growth 
as  well  as  the  seeds  of  doubt 
among  domestic  depositors, 
whose  savings  are  the  ultimate 
underpinning  of  the  Chinese 
banking  system. 

Unlike  other  emerging  econo- 
mies, foreign  investors  have  little 
influence  over  the  outcome  of 
China's  financial  problems.  The 
country's  limited  financial  liber- 
alisation means  most  of  its  prob- 
lems will  be  solved  - or  worsened 
- by  what  happens  at  home.  But 
the  international  implications  of 
domestic  financial  developments 
are  huge. 

A Chinese  devaluation  could 
threaten  another  round  of  Asian 
currency  turmoil,  jeopardise  the 
fragile  beginnings  of  a regional 
recovery  and  dent  the  prospects 
for  world  economic  growth. 

China's  ability  to  borrow 
abroad  has  already  fallen  into 
question,  as  a foreign  credit 
squeeze  has  gathered  momentum 
since  the  bankruptcy  of  Guang- 
dong International  Trust  and 
Investment  Corporation  - Gitic  - 


exposed  problems  across  a range 
of  trust  and  Investment  compa- 
nies, known  as  the  Itics. 

Yesterday,  the  man  responsible 
for  the  financial  system,  the  cen- 
tral bank  governor  Dai  Xian- 
glong,  set  out  to  put  the  doubters 
of  China  at  their  ease.  His  lan- 
guage was  reassuring.  The  ques- 
tion is  whether  on  the  three  chief 
sources  of  concern  to  interna- 
tional investors  - the  exchange 
rate,  the  Itics  and  the  banks  - 
robust  language  will  be  enough 
to  retain  confidence. 

First,  the  exchange  rate.  “We 
have  a solid  foundation  for  a 
stable  exchange  rate. . . As  a per- 
son in  charge,  I can  say  the  ren- 
minbi will  not  be  devalued,"  Mr 
Dai  said,  repeating  the  oft-re- 
peated pledge  of  the  Chinese 
leadership. 

Asian  markets  were  initially 
buoyed  by  the  comments.  Liao 
Qim,  China  analyst  at  Standard 
Chartered  in  Hong  KoDg, 
responded:  "Most  importantly, 
the  central  bank  governor  re- 
affirmed that  the  renminbi  will 
not  be  devalued.  [Prime  minister] 
Zhu  Rongji  said  the  same  thing 
the  day  before . . . That  should 
calm  down  market  concerns 
about  the  future  of  the  ren- 
minbi." 

But  the  issue  is  not  likely  to  lie 
low  for  long.  Mr  Dai  yesterday 
offered  a condition  to  his  pledge 
of  exchange  rate  stability,  which 
may  ring  longer  in  the  ears  of 
international  markets  than  the 


commitment  itself. 

“The  renminbi  will  devalue 
only  when  there  is  a great  imbal- 
ance in  the  balance  of  payments 
of  China  and  when  there  Is  a 
great  increase  in  the  costs  of 
exports,"  he  said. 

Although  he  said  "those  condi- 
tions do  not  exist  this  year",  Chi- 
na’s external  performance  has 
been  given  as  a key  determinant 
of  the  exchange  rate. 

The  external  performance  is 
likely  to  get  worse.  Shanghai’s 
mayor.  Xu  Kuangdi,  for  example, 
forecast  export  growth  in  China’s 
chief  commercial  city  of  5 per 
cent  this  year,  half  the  growth 
rate  of  1998.  Nationally,  exports 
this  year  are  expected  to  decline, 
for  the  first  time  tins  decade. 

The  cost  of  Chinese  goods  over- 
seas will  also  depend  on  factors 
well  beyond  Chinese  control, 
such  as  tide  value  of  the  Japanese 
yen,  the  health  of  the  US  econ- 
omy and  even  the  stability  of 
currencies  in  Latin  America. 

Mr  Dai  may  simply  have  been 
giving  himself  some  sensible  eco- 
nomic leeway.  But  the  nature  of 
China's  no-devaluation  pledge 
has  changed.  Dong  Tao,  econo- 
mist at  Credit  Suisse  first  Boston 
in  Hong  Kong,  commented:  "Last 
year,  it  sounded  more  uncondi- 
tional. This  year,  it  is  condi- 
tional” 

Second,  the  Itics.  Mr  Dai 
plainly  wanted  to  stop  the  spread 
of  creditor  anxiety  that  had  been 
caused  by  the  closure  and  then 


inyi 


bankruptcy  of  Gitic. 

The  foreign  borrowings  held  by 
the  other  Itics,  he  said,  were  not 
as  big  as  some  foreign  investors 
and  even  China's  own  officials 
had  suggested. 

The  remaining  239  Itics  have 
total  external  debts  (including 
guarantees)  of  $8-lbn.  and  the 
short-term  debts  were  about 
J2bn.  The  Itics  would  be  allowed 
to  exchange  Chinese  currency  to 
meet  their  registered  foreign  debt 
payments,  easing  the  liquidity 
squeeze.  And  China  would 
restructure  the  sector,  although 
not  shut  down  a swathe  of  trusts. 

Even  Gitic’s  creditors  were 
offered  a life-rail  of  sorts.  Foreign 
lenders  have  been  preparing  for 
substantial  losses  on  their  loans 
to  Gitic,  since  the  government 
reneged  on  its  earlier  promise  to 
give  international  creditors  prior- 
ity and  the  company  filed  for 
bankruptcy.  Mr  Dai  suggested 
the  banks  might  work  together  to 
restructure  Gitic 's  debt 

The  comments  on  the  Itics 
were,  therefore,  a clear  signal  of 
Beijing’s  concern  about  foreign 
Investor  sentiment.  But  again, 
the  matter  has  not  been  laid  to 
rest  Some  foreign  bankers  and 
western  economists  were  Immedi- 
ately sceptical  of  Mr- Dai’s  calcu- 
lation that  the  Itics’  external  debt 
was  a modest  $8.1bn. 

“How  does  he  know,  given  how 
much  of  their  financing  is  hid- 
den?” asked  one  western  econo- 
mist He  added  that  as  Mr  Dai's 
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Beefing  about 
the  Burghers 

The  Burghers  of  Frankfurt  have 
fallen  foul  of  the 
Dortmund-based  League  for  the 
protection  of  the  German 
language.  The  Frankfort  city 
fathers’  plan  to  add  the  tag^dty 
of  the  euro"  In  English  to  road 
signs  and  official  notepaper  has 
been  roundly  attacked  by  League 
chairman  Whiter  Kraemer.  He 
blusters  tint  the  proposal  is 
embarrassing  and  tasteless"  and 
swears  rt  win  have  Frankfurt’s 

most  famous  alumnus  Goethe 
turning  in  his  grave. 

Not  wishing  to  appear  remotely 
xenophobic,  the  league  is  at 
pains  to  point  out  that  ft's  willing 
to  countenance  certain  foreign 
words  rt  the  German  tongue. 

But  in  order  to  ward  off 
Frankfurt’s  total  cultural 
surrender  t<vSe  Engender,  the 
league  Is  collecting  signatures, 
making  appeals  to  local 
politicians  and  generafiy 
denouncing  the  nonsense"  in  a • 
series  of  public  protests. 
Observer  can  only  wish  them  ; 
Vorsprung. 


irying  shame 


With  British  Airways’  shares  and 
profits  falling  fart  enough  to 
make  your  ears  pop,  it's  good  to 
see  the  World’s  favourite 
concentrating  on  the  essentials. 
Passengers  staggering  Into  BA’s 
terminal  4 arrivals  lounge  at 


London’s  Heathrow  are  being 
met  - thanks  to  clever  BtUe 
capsules  hidden  in  the  floor  - 
with  the  aroma  of  freshly-cut 
grass  and  the  scent  of  the  sea. 

They  might  wel  need  some 
soothing.  Many  are  furious  over 
BA’s  latest  frttie  trick  - weighing 
their  hand  luggage.  First  and 
business  class  passengers  with 
more  than  nine  kilos  are  being 
forced  to  put  It  In  the  hold. 
Econorrty  customers  are  allowed 
a meagre  six  kilos. 

BA’says  the  weighing  game  is 
ail  about  improving  punctuality; 
passengers  have  been  arriving  at 
the-gates  with  too  much  hand 
luggage,  delaying  flights.  But  the 
new  arrangements  have  led  to 
some  ferocious  arguments 
around  the  check-in  desks.  So  if ' 
the  whiff  of  ozone  doesn't  do  the 
trick,  perhaps  BA  could  try  tear 
gas.  - 

Driving  a deal 

The  curious  tale  of  romance  and 
rejection  between  Nissan  and  its 
suitor  DalmlerChryeier  has  just 
taken  another  intriguing  twist 
The  decision  by  Nissan  president 
Yoshikazu  Hanawa  to  cancel  a 
long-planned  new  year  party  for 
analysts  and  foreign  journalists 
two-hours  before  It  was  due  to 
begin,  has  led  to  another  bout  of 
fevered  speculation  about  an 
Imminent  deal  with  the 
German-US  group. 

Hanawa  aides  hit  the  phones 
to  say  he’d  been  strode  by 
sudden  illness.  But  what  exactly 


was  the  strange  ailment  that  had 
done  for  the  president  of  Japan's 
second-largest  car  company? 
Analysts  are  talking  about 
mah-jah  byo  - or  merger 
sickness  - while  others  reckon 
he  simply  wants  to  avoid 
awkward  questions  fix'  a bit 
longer. 

DalmlerChrysler's  lips  have 
been  tightly  sealed  as  well.  When 
co-chairmen  Jurgen  Schrempp 
and  Robert  Eaton  turned  up  a 
few  days  ago  at  the  company’s 
car  and  truck  exhibition  in  Tokyo 
they  were  saying  nothing  about 
any  deals  wfth  the  Japanese 
carmaker  or  its  truck  and  engine 
affiliate. 

- Despite  repeated  efforts  by  the 
media  to  get  the  two  men  to 
elaborate  on  trier  pledge  to  forge 
a “Partnership  with  Japan”,  they 
remain  frustrating!/  discreet 
about  what  if  anything.  Is  going 
on.  Only  Schrempp  has  been 
moved  to  volunteer:  "I  am  a 
chess  player. . . if  two  of  us  play 
chess  and  I tell  you  my  next 
three  moves.  Til  never  win."  So, 
game  on. 

Cash  bash 

The  silliness  has  started  How 
much  do  you  intend  to  spend  to 
enjoy  yourself  on  the  night  when 
this  century  slips  Into  the  next? 
Win  you  be  jetting  off  to  the 
Carfobean,  Sydney  or  New  York? 
Or  how  about  rolling  up  at 
London’s  Savoy  hotel  - scene  of 
some  of  the  city’s  most  opulent 
and  extraordinary  bashes  for 


more  than  100  years? 

Who  could  forget  that  famous 
night  in  1905  when  Wail  Street 
financier  George  Kessler 
recreated  Venice  In  the  forecourt 
and  Caruso  sang  for  £450?  Or  - 
come  to  think  of  it  - the  time 
Pavlova  danced  for  the 
Archbishop  of  Canterbury.  Or  the 
evening  when  opera  singer  Luisa 
Tetrazzini  demanded,  and  got  a 
crocodile  steak? 

Well,  this  new  year’s  eve 
promises  to  be  a humdinger. 
There's  a champagne  reception, 
a seven-course  gourmet  dinner, 
as  much  Chfrteau  cfYquem  and 
B&tard  Montrachet  as  you  can 
get  down  your  neck,  a surprise 
cabaret  and  an  all-night  dance. 
Throw  in  two  nights’ 
accommodation  and  it  will  cost 
from  £7,000  a couple.  And  you’ll 
have  to  enter  a ballot  for  tickets. 
Bonne  chancel 

Lack  of  confidence 

What  better  vote  of  confidence 
could  there  possibly  be  in  the 
just-launched  Air  France  share 
sate  than  for  Jean-daude 
Gayssot  France's  Communist 
transport  minister,  to  state  an 
intention  to  buy  a few  shares  to 
show  he  thinks  they  are  good 
value? 

Sadly,  it  is  not  going  to 
happen.  His  office  confides  that 
the  minister  Is  not  gang  to  buy 
any  of  the  shares  to  prevent  any 
chance  of  a suspicion  that  he 
might  have  benefited  from 
preferential  terms. 


figure  was  only  of  registered 
debt,  the  common  estimate  of 
unregistered  debt  of  S6-7bn  would 
bring  the  total  figure  to  $i4bn- 
15bn,  excluding  Gitic. 

Third,  the  hanking  sector.  The 
central  bank  governor  offered  the 
first  (fetalis  of  a pilot  programme 
to  lead  to  the  establishment  of 
asset  management  companies  to 
handle  the  non-performing  loans 
at  the  "big  four”  state-owned 
commercial  banks. 

"The  objective  is  to  make 
credit  officers  accountable  for 
their  practices ...  to  deal  with 
non-performing  assets  in  a dear, 
specific  manner  [and]  to  improve 
the  balance  sheets  of  the  state- 
owned  banks.”  Mr  Dal  said. 

The  asset  management  compa- 
nies will  take  on  those  problem 
loans  that  fell  into  a specific  cate- 
gory of  non-performing  assets, 
namely  loans  overdue  by  two 
years  or  more.  Bad  debts,  for 
which  the  banks  Should  have 
already  made  provisions,  and 
loans  that  have  just  fallen  over- 
due will  be  handled  by  the  banks 
themselves. 

The  government  will  have  to 
make  a capital  injection  to 
launch  the  asset  management 
companies,  but  Mr  Dai  said  offi- 
cials were  still  discussing 
whether  the  Ministry  of  Finance 
or  the  People’s  Bank  of  China, 
the  central  bank,  would  foot  the 

bin. 

Indeed,  as  many  of  the  details 
are  "still  being  actively  dis- 
cussed", according  to  one  official, 
observers  were  left  with  little 
choice  but  to  welcome  the  broad 
thrust  of  the  new  policy  but  won- 
der how  it  would  work.  “It  is 
planting  a seed,"  said  one  west- 
ern economist  in  Beijing. 

The  inspiration  for  the  latest 
Chinese  Initiative  to  address  the 
bad  debt  problem  is  the  US  Reso- 
lution Trust  Corporation,  which 
was  established  to  dear  up  the 
mess  left  by  the  savings  ami  loan 
crisis.  But,  he  said,  there  were 
more  differences  than  similarities 
between  the  problems  faring  the 
US  financial  system  in  the  1980s 
and  the  one  in  China  today:  "It  is 
not  entirely  dear  how  they  are 
going  to  proceed." 

China  remains  on  the  path  of 
flnanriai  reform.  But,  as  Mr  Dai's 
performance  underlined,  the  pro- 
cess throws  up  as  many  ques- 
tions as  it  answers. 

Many  longer-term  questions 
about  the  health  of  the  financial 
sector  were  ignored  yesterday. 
There  was  no  mention  of  the  pro- 
gramme of  bank  recapitalisation, 
a feature  of  last  year’s  reforms, 
nor  of  the  prospects  for  further 
private  ownership  of  shares  in 
the  hanking  sector,  "it  was  thin 
on  a lot  of  fronts,”  said  one  west- 
ern economist,  who  said  it 
seemed  to  confirm  the  absence  of 
"a  strategy  for  the  financial  sec- 
tor that  we  have  always  thought 
is  lacking”. 

For  the  time  being,  it  may  not 
matter  too  much  that  a small 
band  of  analysts  and  economists 
has  been  left  feeling  that  the  gov- 
ernment’s balance  sheet  on  the 
financial  system  shows  more  neg- 
atives than  positives.  Domestic 
depositors  are  still  a long  way 
from  losing  confidence  in  the 
banks,  giving  China  a crucial 
window  in  which  to  reform  its 
financial  affairs. 

“At  the  end  of  the  day,  Chinese 
depositors  believe  their  deposits 
are  safe  in  Chinese  banks,”  says 
one  economist 

While  that  remains  the  case, 
Beijing  has  time  to  reform  the 
troubled  core  of  its  financial 
industry.  But  if  the  time  were 
ever  to  come  when  Chinese 
depositors  started  to  have  their 
doubts,  China  could  end  up 
wishing  it  were  more  like,  well, 
south-east  Asia,  Russia  or 
BraziL 


100  years  ago 

India'B  Trade 

It  must  be  remembered  that 
the  figures  for  1897-98  cover  a 
period  when  India  had  not 
recovered  from  the  disastrous 
effects  of  plague  and  famine. 
We  find  a decline  of  3.5  per 
cent  in  the  imports  for  the  year 
1897-98  compared  with  the 
previous  year  aid  a more 
serious  falling  off  of  6.1  per 
cent  in  the  exports.  The 
shrinkage  In  exports  Is  still 
greater  if  we  take  the 
comparison  back  to  1895*96, 
and  amounts  to  14.6  per  cent 
The  contraction  In  that  year 
results  from  the  crop  failure  in 
1896  and  to  the 
disorganisation  produced  by 
the  plague  In  Western  India. 

50  years  ago 

Supplies  To  Belgium 
Brussels,  Jan.  27.  Many 
opportunities  for  British 
business  were  befog  missed 
in  Belgium,  declared 
Mr.  W.  Norman  Doley, 
president  of  the  British 
Chamber  of  Commerce  in 
Belgium,  at  the  Chamber’s 
annual  banquet  to-night 
Belgium  gave  every 
opportunity  of  selling  more 
goods  in  the  market,  he  said, 
which  was  open  to  aU  nations, 
subject  to  normal  currency . 
avsffiabfflty.  if  we  did  not 
achieve  better  results,  it  was 
not  Belgium’s  fault 
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THE  LEX  COLUMN 


Into  a headwind 


The  Air  France  privatisation  has  been 
cleared  for  take-off  at  a less  than  ideal 
moment  in  the  industry  cycle.  Slowing 
economic  growth  is  beginning  to  squeeze 
prices  hard.  Hammering  this  home  yester- 
day. Air  France  warned  investors  its  pas- 
senger yields  would  mil  by  4-5  per  cent 
this  year  and  nest.  Profits  are  not  expec- 
ted to  recover  until  after  that. 

This  Is  not  a great  background  for  an 
IPO  - even  one  where  the  owner  is  selling 
only  20  per  cent  of  the  shares.  To  counter 
this,  Air  France  argues  its  restructuring 
programme  - designed  to  dose  the  effi- 
ciency gap  between  it  and  rivals  - wifi 
cushion  the  pressure  on  profits.  Bnt  the 
downturn  is  forcing  other  airlines  to 
restructure,  so  it  will  have  to  run  hard 
just  to  keep  up. 

Nor  do  the  shares  look  especially  cheap. 
At  the  offer  range  of  €12-€14-2Q  a share, 
Air  France  has  an  enterprise  value  of 
between  €6.3bn  and  €SJSbn.  representing 
about  a 20  per  cent  discount  to  fleet 
replacement  cost  This  is  broadly  in  line 
with  Swissair  and  KLM,  but  far  higher 
than  Lufthansa,  which  stands  on  a 48  per 
cent  discount.  Since  the  German  airline  is 
Air  France's  closest  rival,  this  hardly 
gives  international  Investors  a strong 
* incentive  to  buy  the  stock.  The  issue  is 
likely  to  get  away  at  the  bottom  end  of 
the  range,  given  that  the  amount  of 
money  involved  is  small  at  €400m.  But 
investors  should  not  expect  an  explosive 
price  performance  thereafter. 


Walt  Disney 

Stas  price  refedtafo  he  SSF  composite 
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office.  Most  importantly.  Disney  badly 
needs  another  big  animated  film  hit, 
which  can  feed  merchandising  and  home 
video  sales  as  The  Lion  King  did  in  1334. 

Failing  that,  much  is  facing  made  of 
Disney’s  aggressive  internet  strategy.  It 
has  teamed  up  with  search  engine  Info- 
seek  to  launch  the  Go  Network  and  this 
has  revived  its  lagging  share  price.  Disney 
certainly  has  a valuable  brand.  Whether  It 
has  the  technology  and  adaptability  to 
turn  Go  into  a successful  portal  site  at 
time  of  Increasing  competition  is  more 
questionable.  A rating  of  40  times  earn- 
ings might  be  appropriate  tor  Disney.com. 
For  plain  old  Disney,  with  another  fiat 
year  in  prospect,  it  seems  too  fancy. 


Wait  Disney 


The  Mouse  has  his  tail  tucked  firmly 
between  bis  legs  these  days.  After  no 
noteworthy  growth  last  year,  Walt  Dis- 
ney's profits  have  now  gone  sharply  into 
reverse.  Underlying  earnings  in  the  first 
quarter  of  the  group's  new  fiscal  year 
dropped  nearly  40  per  cent 
To  be  fair,  part  of  the  blame  must  Call 
on  weak  demand  in  Asia  and  Japan.  And 
Disney  is,  quite  rightly,  investing  heavily 
in  new  theme  parks  and  the  internet,  at 
some  cost  to  short-term  profits.  But  the 
company  deserves  blame  too.  It  has  still 
not  turned  around  its  ailing  ABC  televi- 
sion network  and  it  now  appears  to  have 
badly  overpaid  for  its  American  football 
broadcasting  rights.  Meanwhile,  rising 
production  costs  are  depressing  film  mar- 
gins despite  recent  success  at  the  box 


Eureko/GRE 

There  could  hardly  be  a greater  contrast 
between  the  two  leading  bidders  for 
Guardian  Royal  Exchange.  For  Roy- 
al & Sun  Alliance,  the  acquisition  would 
take  out  a UK  rival,  offering  annual 
savings  of  £l50m  or  more.  For  Eureko,  an 
alliance  of  seven  European  insurers,  GRE 
would  add  UK  non-life  operations  to  the 
portfolio  and  offer  a vehicle  for  a listing. 
The  latter  approach  offers  far  fewer 
savings,  beyond  some  overlap  In  life 
assurance  with  Friends  Provident  of  the 
UK  and,  in  Germany,  with  Parion. 

So  how  is  it  that  Eureko  can  contem- 
plate topping  RSA's  bid?  It  can  afford  to. 
The  seven  have  sufficient  reserves  to  fund 
a cash  bid  of  £3.5bn.  or  400p  a share.  This 
avoids  RSA's  disadvantage  in  having  to 
pay  partly  in  low-valued  paper.  Eureko 


plans  to  sell  GRE’s  US  operations,  which 
might  lop  the  best  part  of  £lbn  off  the  net 
cost  Of  course,  it  should  find  it  harder 
than  USA  to  justify  paying  a 30  per  cent 
premium  to  GRE’s  net  assets  of  around 
320p  per  share.  But  then  its  mostly 
mutual  constituents  are  not  under  the 
same  shareholder  scrutiny.  And  the  deal 
can  be  portrayed  as  part  of  a pan-Euro- 
pean  strategy  in  a muds,  bigger  consolida- 
tion game. 

That  last  point  raises  the  question  of 
Area's  position.  The  French  insurer  wants 
to  beef  up  its  UK  turn-life  operation,  and 
boasts  highly  rated  paper.  TTie  same  could 
he  said  of  the  strangely  quiet  Allied  Zur- 
ich. whose  Eage  Star  business  overlaps 
with  Guardian. 

Northern  Rock 

Northern  Rock's  plan  to  dip  a toe  into 
the  mortgage  securitisation  pool 
send  shivers  down  the  spines  erf 
mortgage  lenders.  The  birth  of  a UK 
ket  for  mortgage-backed  securities 
been  proclaimed  many  times  before, 
degree  of  scepticism  is  forgiveable. 
sector  facing  no  growth  and  a 
squeeze  can  111  afford  to  be 
especially  when  trading  at  16  times 
earnings. 

The  Newcastle  lender  has 
tive  to  start  a price  war.  Its  prouem  is 
that  the  war  has  already  started/in  the 
retail  savings  market,  where  the  rates 
offered  by  Egg  and  Standard  Life  are  put- 
ting traditional  deposit  funding  under 
threat  If  Northern  Rock  does  .hot  start 
shooting,  other  new  entrants  could  steal 
its  guns.  • 

There  are  still  technical  obstacles  to  the 
development  of  the  mortgage-backed  secu- 
rities market  in  the  UK,  such  as  the 
accounting  treatment  of  cashhariks.  But 
Australia  offers  a warning  of  how  fast  the 
ground  can  shift.  Mortgage  margins  there 
have  halved  In  the  past  three  years  under 
the  influence  of  securitisers  such  as  Puma 
and  Australian  Home  tjmtib-  Established 
banks,  including  Westpac  and  National 
Australia,  have  seen  overall  margins  drop 
by  130-180  basis  points  over  the  same 
period.  Northern  Rock,  with  its  low  costs 
and  modest  stock  of  old  mortgages,  would 
be  one  of  the  hanks  best  placed  to  weather 
a Similar  storm  tn  the  UK  Walifay  and 

Woolwich  would  not 
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Europe  today 

Scandinavia  and  north-east  Europe 
win  remain  extremely  cold  with 
snow  flurries.  Most  of  France,  the 
Low  Countries  and  western  Ger- 
many w8i  have  showers  and  longer 
spells  of  rain.  Central  and  eastern 
Germany  wifll  be  Colder  with  snow, 
and  the  northern  and  western  Alps 
should  also  have  fresh  snow.  High 
pressure  will  keep  the  Iberian 
Peninsula  fine  and  sunny.  Northern 
Italy  w31  be  sunny  but  southern 
Italy  and  Greece  wW  have  showers 
and  thunderstorms. 

Five-day  forecast 

Most  of  north-west  Europe  and  the 
fberian  Peninsula  will  tiwn  colder 
through  the  weekend  as  extremely 
cold  air  moves  south-westwards 
from  Scandinavia.  Central  and 
eastern  areas  will  become  colder 
with  significant  snowfalls,  espe- 
dafly  In  the  eastern  Alps.  Much  of 
the  Mediterranean  wifl  continue 
unsettled  with  more  thundery  activ- 
ity developing. 
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China  softens  its  resolve 
nor  to  devalue  currency 

Renminbi  could  weaken  if  balance  of  payments  sees  great  imba 


By_ 

Dai 


rKynge  In  Bepig 


ing,  China’s  central  bank 
>r,  yesterday  repeated  Bei- 
not  to  devalue  its  cur- 
but  for  the  first  time  made 
clear  that  this  promise  was  not  with- 
out (javeats. 

the  aim  of  reassuring  inves- 
fand  bankers  over  China's  finan- 
health,  Mr  Dai  said  the  ren- 
Ibi,  the  country's  currency,  would 
be  devalued  under  current  eco- 
condidons. 

the  Asian  crisis,  the  ren- 
was  not  devalued  and  at  the 
it  tt  is  not  neoessaiy  for  the 
tbi  to  be  devalued,”  Mr  Dai 
'said.  “As  the  person  in  charge  I can 
say  that  the  renminbi  will  not  be 
devalued." 

But  he  then  added  the  clearest 
caveat  heard  from  a senior  Chinese 
leader  on  the  renminbi  issue  since  a 
pattern  of  routine  devaluation  deni- 
als began  in  late  1397. 

“If  you  insist,  I would  say  that  the 
renminbi  would  only  devalue  when 
than  is  a great  unbalance  in  the 


balance  of  payments  of  China,  and 
there  is  a great  increase  in  the  cost 
of  exports,"  he  said. 

“But  I do  not  think  these  condi 
tions  exist  this  year,"  he  added. 

Mr  Dai  also  threw  a lifeline  to 

some  289  international  trust  and 

investment  companies  (I tics)  hit  by  a 
foreign  credit  squeeze  Jhf1 
caused  several  of  them  to  default  or 
miss  loan  repayment  deadlines. 

The  governor  said  the  I ties  could 
change  renminbi  into  foreign  cur- 
rency - presumably  by  tapping  the 
central  bank  reserves  - in  order  to 
honour  their  foreign  debts. 

He  hoped  foreign  creditors  would 
help  restructure  ailing  I tics  and  said 
that  even  the  Guangdong  Itic,  which 
was  closed  last  year,  could  yet  be 
restructured  with  the  help  of  foreign 
creditors.  , „ . 

A Chinese  ministry  official  said 
by  attaching  clear  conditions  to 
the  “no  devaluation"  promise,  Mr 
Dai  was  hot  preparing  the  world  for 
an  imminent  devaluation,  but 
merely  creating  some  policy  flexibil- 
ity that  Beijing  may  need  if  crisis 


conditions  were  to 
“tVi*  expect  this  )iyr  **"  “* 
acutelv  difficult  in  terms  of  exports 

and  the  balance  of  JS? 

one  official,  who  declined  to  h i Mm 
Sfied.  Exports  rose  Go  per  cent  l»t 
ywV  compared  with  a WB  S* 
S3b Z 1997.  in  the  last  few  months 

" exports  l^cd  a «n»  « 

sharp  year-on-vear  declines 
Mr  Dal  said  economic  growth  this 
year  would  be  about  7 per  rent,  com 
with  :in  official  7.S  i«*  «-nt 

rate  l-ntf  Vftir. 

A key  barometer  of  the  pre^ures 
for  devaluation  this  year  will  N- fer 
eign  currency  reserve*,  winch  grew 
only  SS.lbn  last  year  to  S14>bn.  Jm 
Rongji.  China's  premier.  Ins  ordered 
that  these  reserves  must  nm  be 
allowed  to  fell  W°»'  ''urrrnt  leVeh" 
officials  said. 

The  reserves  have  been  under 
pressure  partly  because  of  wide- 
spread currency  fraud,  capital  thfchl 
and  smuggled  imports 

icbferial  Comment  Page  73 
China  throws  a tifelina,  Psgo  13 


By  Gffian  Tettand 
Haoko  Hakamae  ta  Tokyo 


The  Financial  Supervisory  Agency. 
Japan's  banking  watchdog,  has 
launched  a surprise  inspection  of 
Credit  Suisse  First  Boston's 
operations  in  its  first  high-profile 
investigation  fatn  a foreign  bank. 

The  inquiry  will  include  an  exami- 
nation of  whether  CSFB  has  helped 
clients,  such  as  Japanese  banks  and 
brokers,  to  conceal  losses  in  pub- 
lished accounts  through  complex 
securities  transactions. 

CSFB  refused  to  comment  on  the 
focus  of  the  inspection.  “We  consider 
this  to  be  part  of  the  regulatory 
work  of  the  FSA  and  are  co- 
operating,” it  said. 

The  FSA  carries  out  regular 
Inspections  of  banks  in  Japan  as 
part  of  its  general  supervisory 
duties,  but  the  CSFB  inquiry  is  its 
first  un«wnnuTM^»d  investigation  into 
any  hank  - Japanese  or  foreign. 

According  to  its  guidelines,  the 
FSA  only  carries  out  surprise 


inspections  when  it  is  looking  into 
compliance  and  risk  management 
matters. 

The  inquiry  comes  at  a particu- 
larly delicate  period,  when  foreign 
financial  companies  are  rapidly 
increasing  their  market  share  in 
Japan. 

At  the  time,  parts  of  the  FSA 
and  Ministry  of  Finance  are  trying 
to  discourage  Japanese  companies 
from  concealing  their  losses  by 
using  counterparties  or  related  com- 
panies to  shuffle  trades  between 
accounts  and  time  periods. 

This  practice  has  been  widespread 
tn  recent  years,  particularly  in  the 
run-up  to  the  end  of  the  fiscal  year. 

Until  now,  the  government  has 
focused  its  investigations  on  Japa- 
nese companies.  The  FSA,  for  exam- 
ple, recently  concluded  an  inspection 
of  the  largest  19  Japanese  banks, 
which  showed  that  some  groups, 
such  as  Long  Term  Credit  Bank  of 
Japan,  had  sought  to  conceal  losses 
by  “window  dressing”  accounts. 

However,  this  inspection  produced 


extensive  material  about  the  hanks 
foreign  and  domestic  i omiterpirtieS. 
which  the  FSA  wants  to  use  as  the 
basis  for  inspections  of  several  for- 
eign banks  in  the  coming  months 

The  CSFB  investigation  is  expec- 
ted to  take  several  weeks,  with  fe  of 
the  FSA's  250  inspectors  wurkinf.  *m 
the  case. 

The  FSA's  actiou  has  drliglura 
some  Japanese  brokers,  who  claim 
the  government  has  been  ti***  lenient 
towards  non-Japanese  hanfc<  But  it 
is  provoking  considerable  iuuusc  in 
some  foreign  hanks. 

Christopher  Wells  of  White  and 
Case,  the  law  firm,  said:  "The  old 
days  are  over.  Everybody  is  having 
to  shape  up  now  and  look  at  their 
compliance." 

In  a separate  move,  the  Japan 
Securities  Dealers'  Association  is 
investigating  whether  large  Japa- 
nese brokers  are  conducting  unor- 
thodox trades  at  artificial  prices  far 
clients  such  ns  regional  banks  and 
public  institutions  to  conceal  bond 
losses. 


Our  transatlantic  links 


mean  a great  deal  , : 


Japanese  watchdog  launches  i 
inquiry  into  CSFB’s  business 
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Alcatel  under  the  spotlight 


Spanish  banks  show  robust  results 
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Alcatel,  the 
telecommunications 
equipment  group,  pub- 
lishes estimated  1998 
sales  and  profit  figures 
today,  and  they  will  be 
closely  scrutinised. 

Just  over  four  months 
aso.  a profits  warning 
triggered  a stampede 
to  sell  Alcatel  shares 
that  wiped  FFr70bn 
|@10.7bn,  $l2-3bn) 


By  Tom  Buns  to  Madrid 
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frwn  Us  market  value  in  a day.  A similar  reaction 
to  today's  figures  might  prove  terminal  for 
Serge  Tchuruk,  chairman  (above),  whose  repu- 
tation was  hit  by  the  profits  warning.  Page  19 
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Low  commodity  prices  hit  Fletcher 

The  prolonged  period  of  low  comrnocTrtles 
prices  has  taken  its  toil  on  Fletcher  Challenge. 
The  New  Zealand  forestry,  construction  and  09 
conglomerate  is  expected  to  announce  the  sale 
of  further  assets  soon  as  It  struggles  to  retain 
its  investment  grade  credit  rating  with  Standard 
& Poor's,  the  US  rating  agency.  Page  16 
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European  share  offerings  pick  up 

The  pace  of  international  share  offerings  from 
European  companies  picked  up  sharply  this 
week  with  the  launch  of  the  privatisation  of  Air 
France,  bringing  to  nearly  $5 bn  the  amount  of 
new  equity  being  raised.  This  buoyancy  con- 
trasts with  a relative  slowdown  in  the  US. 
Page  17;  Lex,  Page  14;  Observer,  Page  13 
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the  28  days  since  it  became  legal  currency  In 
11  European  Union  states,  there  has  been  little 
movement  outside  the  financial  sector.  Page  23 


Nuclear  ban  delay  spurs  Frankfurt 

The  German  government's  decision  to  delay  a 
proposed  ban  on  reprocessing  nuclear  waste 
sent  shares  in  some  utility  companies  soaring  in 
Frankfurt  Page  36 
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Banco  Santander  and  Banco 
Central  Hispano,  tTm  Spanish 
banks  planning  a €30bn 
(S34.8bn)  merger,  yesterday 
unveiled  robust  1998  results 
that  underscore  how  their 
combined  weight  will  create 
one  of  the  largest  financial 
institutions  in  the  euro-zone. 

Santander  raised  its  attribut- 
able net  income  by  28.5  per 
cent  to  Ptal42.lbn  f@854.4m, 
5994Jjn)  - the  highest  anmiai 
profit  total  reported  by  a Span- 
ish bank. 

Financial  instability  and  ris- 
ing Interest  rates  in  i^tiq 
America  - where  the  two 
banks  have  invested  $4bn 
between  them  - prompted  a 
4&2  per  cent  drop  to  PtaSlbn 


Weight  added  to  merger  of  Banco  Santander  and  BCH 


in  Santander's  hading  tp**”*1^ 
But  this  was  comfortably  off- 
set by  a 408  per  cent  increase 
in  earnings  from  fee  commis- 
sions, to  Pta337-9bo. 

BCH,  the  smaller  partner, 
continued  to  raise  earnings 
with  a 523  per  cent  net  profit 
increase  to  Pta65.7bn.  This 
compared  with  the  46  per  cent 
year-on-year  rise  posted  at  the 
nine-month  stage. 

Juan  Basics,  chief  executive 
at  Madrid  broking  firm  Iber- 
securitLes.  said:  "The  figures 
confirm  and  consolidate  the 
anticipated  leadership  that 
BSCH  [as  the  merged  group 
will  be  known]  win  exert  over 
banking  in  Spain.” 


News  of  the  merger  has 
fteked  Spain’s  hanking  sector. 
Banco  Bilbao  Vizcaya,  which 
rivals  Santander  in  Spain  and 
Latin  America,  is  understood 
to  be  reviewing  its  strategy 
With  the  atari  of  ffratffttaig  thp 
initiative.  Its  options  range 
from  domestic  takeovers  to 
cross-border  alliances  within 
the  euro-zone. 

Santander  delayed  publica- 
tion of  Its  1998  results,  which 
had  been  due  on  Monday,  to 
coincide  with  the  release  ot 
BCTTs  results  and  underline 
the  Joint  business  strength  of 
the  two  institutions.  They  will 
account  for  some  20  per  cent  of 
the  domestic  banking  sector 


after  they  merge  in  April 
through  an  exchange  of  three 
Santander  shares  for  five  BCH 
shares. 

BCH  said  the  merged  bank 
would  be  the  biggest  In  the 
euro-zone  by  market  capitalis- 
ation and  the  eighth  largest  by 
assets.  Santander  said  BSCH 
aimed  to  create  “a  banking 
leader  in  the  European  mar- 
ket”. The  banks  will  operate 
more  than  8,600  branches  after 
the  merge-. 

Analysts  forecast  the  hidden 
strengths  of  the  combined 
businesses  would  emerge  In 
two  years  when  Santander, 
which  is  Integrating  its  infor- 
mation systems  with  Banesto, 


its  domestic  subsidiary, 
extracts  similar  synergies  from 
Its  union  with  BCH. 

Santander’s  operating 
income  rose  32JS  per  cent  to 
Pta336.6m  thanks  to  the 
group’s  retail  banking  units 
which  lifted  their  contribution 
to  total  operating  income  from 
77.6  per  cent  in  1997  to  91.7  per 
cent  last  year.  An  1LS  per  cent 
increase  in  BCH's  operating 
income  to  Ptal54bn  was 
fuelled  by  an  183  per  cent  rise 
in  npt  commissions. 

Emilio  Botin,  Santander 
chairman,  told  bank  unions 
there  would  be  no  redundan- 
cies as  a result  of  the  merger. 
Yet  Santander  and  BCH  have 
ample  room  to  promote  early 
retirement  programmes  to 
reduce  staff  numbers. 


Indifference  follows  euro  excitement 

Britain's  business  com- 
munity watched  toe 
launch  of  the  euro  with 
as  much  anxiety  as 
anyone  in  continental 
Europe.  But  those  who 
thought  the  use  of  the 
single  currency  would 
sweep  rapidly  through 


Sony  warns 
of  $360m 
loss  after 
electronics 
sales  slow 


By  Alexandra  Nusbatmt  In  Tokyo 


Nigerian  coal  revival  founders 

Six  years  ago,  a group  of  Welsh  miners  trav- 
elled to  Nigeria  to  attempt  to  revive  the  West 
African  country's  moribund  coal  industry,  which 
once  produced  well  over  500,000  tonnes  of  coal 
a year.  But  as  political  will  has  faded,  progress 
has  dragged  to  a halt  The  industry  is  suffering 
from  chronic  underinvestment  and  it  Is  strug- 
gling to  keep  afloat  Page  26 


Sony,  the  Japanese  consumer 
electronics  company,  yester- 
day revealed  depressed  third- 
quarter  figures  and  warned 
that  it  expected  to.  post 
Y41bn  f$360in)  operating  loss  - 
its  first  since  1994  - in  the 
fourth  quarter. 

The  strong  yen,  slow  sales, 
fierce  competition  and  produc- 
tion problems  held  back  Sony’s 
electronics  business  and 
depressed  third-quarter  results 
in  spite  of  strong  performance 
in  the  games  division. 

On  a consolidated  basis, 
sales  were  down  per  cent  to 
Yll948hn.  Operating  profit  fell 
19.8  per  cent  to  Yl79bn  and 
pre-tax  profits  rose  8J?  per  cent 
to  Y232bn.  Net  profits 
increased  1.8  per  cent  to 
Yll2bn,  thanks  to  exceptional 
gains  of  Y58.1bn  and  Y30J7bn 
on  securities. 

The  results  were  in  line  with 
expectations  and  Sony’s  shares 
closed  Y16Q  higher  at  Y8JK0. 
However,  the  stock  has  tum- 
bled 40  per  cent,  or  Y5,430, 
from  its  12-month  high  of 
Y13.490  on  July  28. 

The  company  said  sales 
would  have  been  Y54bn  higher 
than  the  reported  figure  and 
operating  income  Y2bn  lower, 
had  the  the  yen  stayed  at  the 
same  level  as  in  the  previous 
quarter. 

In  the  September  to  Decem- 
ber period,  the  yen  rose  about 
5 per  cent  against  the  dollar 
and  4 per  cent  against  sterling. 
For  the  fourth  quarter,  the 
company  has  hedged  against 
currency  swings  between  YI14 
and  Y137. 

For  the  first  time,  the  games 
division  generated  a larger 
proportion  of  operating  profits 
than  the  electronics  division. 
Electronics  accounted  for  68 
per  cent  of  sales,  or  Yl,279bn, 
and  38  per  cent,  or  Y67-5bn,  of 
operating  profit.  The  games 
division  represented  16  per 
cent  of  sales,  or  Y314bn.  but  44 
per  cent,  or  YI&Abn.  of  operat- 
ing profit: 

The  audio  division  suffered 
from  slaw  sales  in  Latin  Amer- 
ica, Russia,  Eastern  Europe 
and  Asia  (excluding  Japan),  as 
well  as  price  competition  in 
the  US  and  Europe.  There  was 
no  sign  of  a recovery  in  these 
markets. 

However,  sales  of  digital  stm 
cameras,  DVD-vldeo  players 
and  camcorders  In  the  US  and 
Europe  boosted  revenue  in  the 
video  division  by  8.7  per  cent 
Strong  sales  of  PlayStation 
games  consoles  continued  in 
Japan,  US  and  Europe  in  the 
third  quarter,  but  sales  of  soft- 
ware for  the  computer  games 
system  slowed  in  Japan.  Sony 
raised  estimates  for  shipments 
of  PlayStation  consoles  by  lm 
units  to  22m  for  the  year  end- 
ing March  1999. 

Revenue  in  the  music  group 
rose  16.3  per  cent  to  Y336bn 
with  successful  releases  from 
artists  Mariah  Carey,  Celine 
Dion  and  George  Michael. 
Operating  profit  was  up  ZL2 
per  cent  to  Y29.7bn. 

In  the  insurance  business, 
the  number  of  new  contracts 
increased  but  the  return  on 
investment  was  low  due  to 
revaluation  losses  on  invest- 
ments. 

As  a result,  revenue  rose 
less  than  l per  cent  to  Y745bn. 

Operating  income  was  down 
74.6  per  cent  to  Y3.5hn  for  the 
wtnp  months  ending  December 
1998. 

The  company  forecast 
fourth-quarter  sales  at 
Yl,384bn.  For  the  year  ending 
March  1999,  Sony  estimated 
sales  of  Y6,70flbn,  down  l per 
cent  from  the  previous  year.  ■ 
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Disney  first-quarter  profits  fall  19% 


By  Christopher  Partes 
to  I08  Angeles 


Walt  Disney  has  paid  the  price 
for  last  year's  record-setting 
purchase  ot  American  football 
television  rights  and  its 
extravagant  film  marketing 
policies  with  a 19  per  cent  drop 
in  first-quarter  profits. 

A weak  showing  from  its 
con  creative-content  business, 
which  accounted,  for  45  per 
cent  of  revenues,  contributed 
to  a decline  that  was  stemmed 
only  by  record  results  from 
theme  parks. 

’Krrinriing'  a one-time  gain, 
earnings  per  share  tumbled  38 
per  cent  to  23  cents  - l cent 
below  analysts*  estimates  - 
compared  with  87  cents  In  the 


three  months  to  the  end  of 
December  1987. 

Net  income  of  9622m,  com- 
pared with  55755m  a year  ear- 
lier, was  bolstered  by  a $345m 
non-cash  benefit  from  share 
dealings  associated  with  its 
ambitious  move  to  become  an 
internet  portal  provider. 

Despite  popular  successes 
with  films  such  as  A Bug's 
Life,  The  Woisrboy  and  Enemy 
of  the  Store,  which  have  to  date 
generated  about  9420m  In 
ticket  sales,  the  creative  dlvi- 
sfon’s  operating  income  fell  39 
per  cent  to  9430m. 

Mighty  Joe  Young,  one  of  its 
more  lavishly  budgeted  and 
marketed  productions,  is 
struggling  to  cover  its  produc- 
tion costs. 


Revenues  from  film  and 
associated  and 

retailing  fell  2 per  cent  to 
92.94bn  and  group  sales 
increased  4 per  cent  to  S6.6bn. 
The  company  said  the  creative 
division  was  also  affected  by 
lower  home  video  sales  and 
reduced  retail  business, 
mainly  in  th«  USL 

Operating  profits  from 
broadcasting,  which  includes 
the  ABC  national  network  and 
the  ESPN  international  cable 
sports  channels,  fell  48  per 
cent  to  9265m,  although  reve- 
nues rose  7 per  cent  to  f2Jlbn. 

The  company  said  the  main 
problem  was  the  failure  of 
advertising  revenue  growth  to 
meet  the  costs  of  long-term  TV 
rights  to  broadcast  football,  for 


which  Disney  agreed  to  pay 
more  than  $9bn  in  last  year's 
auction. 

As  news  broke  that  Euro 
Disney  - 39  per  cent  owned  by 
the  US  group  - was  likely  to 
build  a second  park  in  France, 
Michael  Eisner,  chairman, 
highlighted  the  record  results 
from  the  existing  range  of 
theme  parks  and  resorts, 
which  reported  revenues  up  14 
per  cent  at  91  .ton  and  profits 
17  per  cent  higher  at  9335m. 

The  division  was  boosted  by 
the  Animal  Kingdom  attrac- 
tion, opened  last  spring  in  Flo- 
rida, and  new  attractions  and 
hotels  at  the  nearby  Walt  Dis- 
ney World. 
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Microsoft 
overtakes 
GE  to  top 
FT500 


By  Martin  Dickson  In  London 


Microsoft  has  replaced  fellow 
US  group  General  Electric  as 
the  world’s  most  valuable  busi- 
ness in  the  FT500,  the  Finan- 
cial Times*  aTirmwi  ranking  of 
companies  around  the  globe. 

Microsoft's  success  comes 
despite  the  anti-trust  case 
being  pursued  against  the 
computer  software  company 
by  the  US  Justice  Department 
and  reflects  Wall  Street's 
remarkable  enthusiasm  for 
high  technology  stocks  over 
the  past  12  months. 

The  FT500  survey  ranks 
companies  by  their  market 
capitalisation  - share  price 
multiplied  by  the  number  of 
shares  in  issue.  The  annual 
snapshot  is  taken  at  the  end  of 
September. 

This  year’s  Global  500  - 
which  ranks  the  500  biggest 
companies  in  the  world  - has 
produced  huge  changes,  with 
new  entrants  comprising  over 
one-fifth  of  the  constituents. 

This  reflects  surging  US  and 
European  equity  markets; 
poorly  performing  emerging 
markets;  an  economic  crisis  in 
Japan;  a wave  of  mergers  in 
both  the  US  and  Europe;  and 
unprecedented  valuations  for 
high  technology  stocks. 

The  US  has  244  companies  in 
the  Global  500,  up  from  222  last 
year,  while  Japan’s  tally  has 
slumped  from  71  to  46. 

Companies  that  have  shot 
up  the  rankings  include  Pfizer, 
the  US  manufacturer  of  the 
impotence  drug  Viagra,  which 
has  risen  to  sixth  place  from 
22;  Cisco  Systems,  the  Ameri- 
can high  technology  group, 
which  rises  to  19  from  51;  and 
Dell  Computer,  the  pioneer  of 
personal  computer  direct  sell- 
ing, up  from  89  to  28. 

Among  European  compa- 
nies, Royal  Dutch/Shell 
remains  the  region’s  largest, 
followed  by  Novartis,  the 


Swiss  drugs  group,  and  Glaxo 
Wellcome.  Some  European 
technology  stocks  rose 
sharply,  including  SAP,  the 
German  software  group,  up 
from  244  to  128  and  Vodafone, 
the  US  mobile  communications 
group,  rising  from  226  to  81. 

Vodafone’s  proposed  merger 
with  AirTouch  of  the  US 
would  propel  it  much  higher. 

European  banking  stocks 
generally  suffered  sharp 
declines,  because  the  snapshot 
was  taken  in  the  wake  of  Rus- 
sia’s default  on  its  domestic 
debt  obligations,  which  fait  the 
sector  hard. 


Survey,  separata  section 


Liffe  deploys  new 
weapon  in  ‘battle 
of  the  indices’ 


By  Edward  Luce 

and  Bertrand  Benoit  In  London 


The  London  International 
Financial  Futures  and  Options 
Exchange  is  to  launch  deriva- 


tives based  on  the  euro-zone 
index  of  Morgan  Stanley  Capi- 
tal International,  a leading 
provider  of  benchmarks  for  the 
global  equity  markets.  . 

The  move  suggests  that  the 
London-based  derivatives  mar- 
ket is  no  longer  confident  its 
FTSB-based  Eurotop  contracts, 
will  become  the  leading  bench- 
mark for  the  emo-zone.  This 
means  euro-zone  benchmark 
contracts  from  three  providers 
will  be  competing  on  European 
derivatives  exchanges. 

The  so-called  “battle  of  the 
indices"  is  a key  element  in 
the  tussle  between  Lifle  and 
Its  two  continental  competi- 
tors, Eurex  and  Matif,  to 
become  the  euro-zone’s  leading 
derivatives  exchange.  Volumes 
on  the  emerging  pan-European 
stock  markRt.  are  expected  to 
dwarf  combined  volumes  on 

national  gfrnfik  mgffjVm'ngBK. 

Most  European  Investors  are 
expected  to  track  the  stock 
exchange’s  movements 
through  a benchmark  index 
and  will  hedge  their  equity 
exposure  through  the  use  of 
listed  derivatives  contracts. 

Officials  at  Liffe  said  that 
the  largest  US  fund  managers 
had  male  it  dear  MSCt  was 
their  preferred  benchmark 
over  the  Eurotop  100  and  Euro- 
top 300  futures,  based  on  indi- 
ces  from  FTSE  International,  a 
business  50  per  cent  owned  by 
the  Financial  Tunes.  M5CI  was 


also  favoured  over  the  Dow 
Jones  Stosx  so  contracts  listed 
on  Eurex  and  Matif 


Officials  pointed  to  a recent 
Merrill  Lynch/Gallup  survey  of 
Europe's  leading  Investors 
which  showed  that  56  per  cent 
of  fund  managers  were  track- 
ing the  MSCTs  euro-zone 
benchmark  against  just  12  per 
cent  for  FTSE  International 
and  5 per  cent  for  Dow  Jones. 

However,  fond  managers 
said  the  "battle  of  the  indices” 
was  for  from  over.  Unlike  US 
investors,  most  continental 
European  investors  are  unac- 
customed to  using  benchmarks 
for  their  investments. 

“Ii  Is  very  early  days  to  say 
who  is  fining  to  win  this  one," 
said  Bryan  ADwortby,  Euro- 
pean equity  analyst  at  Merrill 
.Lynch.  "FTSE  must  be  in  with 
a chance  and  you  have  to 
remember  that  we  polled  only 
continental  fund  managers.  If 
we  had  surveyed  the  UK,  you 
would  probably  get  more 
weight  on  FTSE." 

Liffe  has  been  worried  by 
the  persistence  of  low  trading 
volumes  on  its  two  Eurotop 
derivatives  contracts  which 
have  been  comfortably  out- 
stripped by  volumes  on  the 
Stoxx  50  futures  listed  in  Paris 
and  Frankfurt  The  problem 
ha«  been  compounded  by  the 
trading  of  Eurotop  contracts 
on  its  “Open  outcry"  floor  trad- 
ing system.  They  will  switch 
to  Liffe's  new  screen-based 
trading  platform  in  May.  By 
contrast,  Stoxx  50  was  traded 
on  electronic  platforms  from 
the  start 

Eurotop  100  and  300  include 
a large  number  of  UK  compa- 
nies while  Stoxx  and  MS  Cl 
have  indices  confined  to  com- 
panies based  in  the  eurozone. 
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COMPANIES  & FINANCE:  ASIA-PACIFIC 


IFC  wins  battle  over  Thai  group  debt  plan 


By  Peter  Hontagnon, 

Ada  Editor,  hi  Washington 
and  Ted  Bardacfce  In  Bangkok 


.The  International  Finance 
Corporation,  the  prlvate-sec- 
■ tor  lending  arm  of  the  World 
Rank,  has  insisted  on  push- 
ing through  objections  to 
one  of  the  largest  corporate 
.debt  restructurings  since  the 
• crisis  in  Asia  broke,  despite 
'misgivings  by  many  of  the 
other  creditors. 

Assaad  Jabre,  vice-presi- 
dent in  charge  of  portfolio 
management,  said  the  IFC 
bad  persuaded  other  leading 
creditors  of  Thai  Petrochemi- 
, cal  Industry  to  take  up  its 
'objections  to  the  company's 


Kinugawa 
stake  sold 
by  Nissan 

By  Alexandra  Haney  n Tokyo 


proposed  $3.2bn  reschedul- 
ing. 

But  a deal  was  likely  to  be 
further  delayed  while  Pra- 
cbai  Leophairatana,  TPl’s 
controlling  shareholder  and 
chief  executive  officer, 
decided  how  to  respond  to 
the  new  conditions,  he  said. 

Mr  Prachai,  an  old-style 
Thai  businessman,  is  also  a 
leading  senator  opposed  to 
the  reform  of  the  country’s 
bankruptcy  and  foreclosure 
laws. 

Nearly  150  creditors  had 
been  expected  to  vote  this 
week  on  a plan  to  restruc- 
ture TPj’s  debt  through  an 
equity  swap  that  would 
leave  them  with  30  per  cent 


control  and  extend  maturity 
on  the  company’s  debt. 

But  the  IFC,  which  with  a 
syndicate  of  lenders  holds 
nearly  $5QQra  of  the  debt, 
wanted  additional  safe- 
guards including  a right  to 
declare  an  accelerated 
default  and  the  opportunity 
to  remove  Mr  Prachai  from 
control 

The  original  plan  had  been 
formally  endorsed  by  Thai- 
land’s central  bank  and  all 
Thai  creditors  supported  it. 
For  some,  including  Bang- 
kok Bank,  the  chance  to 
return  TFI  loans  to  perform- 
ing status  as  soon  as 
possible  would  make  a 
serious  dent  in  their 


non-performing  loan  levels. 

The  World  Bank,  LFC’s 
Twain  shareholder,  has  «i«t 
been  an  advocate  of  quick 
action  on  debt  restructuring 
in  Thailand. 

Yet  the  $96m  of  debt, 
which  the  IFC  holds  directly 
in  the  company,  was  proba- 
bly the  institution's  largest 
single  commitment  any- 
where, Mr  Jabre  said.  “We 
cannot  afford  to  sign  off  on  a 
rescheduling  which  will  not 
stand  the  test  of  time.” 

m what  bankers  took  to  be 
a carefully  elaborated  com- 
promise, he  said  the  IFC  had 
persuaded  the  steering  com- 
mittee of  leading  creditors  to 
support  a proposal  that  a 


quorum  of  20  per  cent  of  the 
debt  holders  by  value  should 
be  sufficient  to  declare  a for- 
mal default  Though  this 
means  the  IFC  cannot 
declare  a default  on  Its  own, 
it  only  needs  a small  amount 
of  support  Grom  other  credi- 
tors. 

The  new  proposed  also 
allows  for  creditors  to 
take  control  of  the  company 
if  the  rescheduling  condi- 
tions are  not  met  Mr  Jabre 
denied  reports  that  the  IFC 
had 'sought  the  resignation 
of  Mr  Prachai.  This  was 
never  its  formal  position,  he 
said. 

IFC  said  it  would  have 
nothing  against  Mr  Prachai 


personally  if  he  succeeded  in 
making  the  rescheduling 
work  and  paying  creditors 
back.  “We  are  going  to  give 
him  a chance,”  Mr  Jabre 
said. 

Mr  Prachai,  advised  by 
Chase  Manhattan  Bank,  is 
likely  to  reject  the  new  con- 
ditions. arguing  that  he  has 
support  from  more  than 
three-quarters  of  TPTs  credi- 
tors for  a rival,  company- 
sponsored  proposal.  That 
support  would  allow  him  to 
■override  the  IFC’s  position 
in  bankruptcy  proceedings  if 
Mr  Prachai  decided  to  pur- 
sue the  lengthy  process  of  a 
court-supervised  rehabilita- 
tion. 


Nissan.  Japan's  second 
largest  carmaker,  is  selling 
part  of  its  stake  in  Kinugawa 
Rubber,  an  affiliated  maker 
-of  rubber  car  parts,  in  its 
latest  effort  to  restructure 
operations  and  reduce  its 
consolidated  debt  burden. 

Nissan  said  it  planned  to 
sell  a 6.5  per  cent  stake,  or 
4m  shares,  to  Toyo  Tyre  and 
Rubber,  a tyre  company  affil- 
iated with  Toyota  Motor.  At 
yesterday's  share  price  of 
Y115,  the  Investment  would 
be  worth  Y460m  (S4m). 

The  deal  leaves  Nissan  the 
■largest  shareholder  in  Kinu- 
gawa with  a 22 2 per  cent 
stake. 

Kinugawa  has  been  hit  by 
•the  collapse  in  car  sales  and 
its  reliance  on  Nissan,  which 
has  scaled  back  production. 
In  the  year  to  March  1998,  it 
'recorded  Yi.4bn  in  net  losses 
-on  turnover  of  Y53J3m. 

Nissan  said  the  move 
would  generate  synergies 
•with  Toyo  Tyre  & Rubber, 
-Japan’s  fourth  largest  tyre 
manufacturer  in  which  it 
■owns  a 23  per  cent  stake. 

The  equity  transfer  follows 
the  sale  of  part  of  Nissan’s 
holdings  in  Nissan  Texsys.  a 
.loom  manufacturer,  to  Toy- 
-oda  Automatic  Machine 
■Works,  a machinery  maker 
affiliated  with  Toyota  Motor, 
this  month. 

. Nissan  aims  to  lower  its 
consolidated  interest-bearing 
debt  burden  of  Y2,500bn  to 
Yl^OObn  by  2000.  It  is  negoti- 
ating with  DaimlerChrysler, 
the  US-German  conglomer- 
ate, to  sell  its  39-8  per  cent 
stake  in  Nissan  Diesel  an 
engine  and  truck  affiliate. 


Fletcher  faces  challenge  to  make  the  grade 


S&P  has  served  notice  on  the  New  Zealand 
conglomerate  over  debts  and  exposure  to 
weak  commodities,  writes  Mark  Reynolds 


Fletcher  Challenge 


Fletcher  Challenge,  the 
New  Zealand  forestry, 
construction  and  oil  con- 
glomerate. is  expected  to 
announce  the  sale  of  further 
assets  in  the  first  quarter  of 
1999  as  it  struggles  to  retain 
its  investment  grade  credit 
rating  with  Standard  & 
Poor’s,  the  US  rating  agency. 

S&P  warned  Fletcher  late 
last  year  that  it  needed  to 
reduce  debt  significantly  in 
1999  to  cushion  itself  from  a 
prolonged  period  of  low 
prices  in  many  of  the  com- 
modity-related sectors  in 
which  It  operates. 

Fletcher  executives  have 
told  analysts  they  were  tak- 
ing the  S&P  warning  "very 
seriously"  and  that  preserv- 
ing an  investment  grade  rat- 
ing with  S&P  was  ‘‘sacro- 
sanct”. 

Measures  to  reduce  debt 
over  the  next  six  months  are 
expected  to  include  the 
sale  of  at  least  some  of 
Fletcher’s  investments  in  the 
Canadian  pulp  and  paper 
industry. 

The  group  owns  a half- 
share in  the  Vancouver- 
based  Fletcher  Challenge 
Canada,  and  is  trying  to  sell 
some  of  the  CSlbn  (US$S58m) 
investment  in  favour  of 
concentrating  growth  in 
Asian  and  Australasian 
markets. 

Michael  Andrews,  Fletcher 
chief  executive  and  chair- 
man of  Fletcher  Canada,  has 
signaTlari  that  the  company 
might  quit  or  reduce  its 
Canadian  pulp  business  to 
focus  on  paper  and  news- 
print operations.  The 
Canadian  company’s 
operations  are  split  about 


half  and  half  between  pulp 
and  paper. 

People  close  to  Fletcher 
Challenge  say  Mr  Andrews 
has  been  talking  to  a num- 
ber of  companies  about  sell- 
ing the  Canadian  pulp 
operations  and  perhaps  con- 
solidating the  remaining 
paper  business  with  a new 
joint  venture  partner. 

Munksjoe,  the  Swedish  for- 
est products  group,  has  been 
mentioned  as  a buyer  for  the 
pulp  operations,  while  Oji 
Paper  of  Japan,  a member  of 
the  Mitsui  group,  is  a poten- 
tial partner  in  Asian  paper 
operations. 

Reshaping  the  Canadian 
investments  would  free  up  to 
NZ$5 00m  (US$2 68m)  and 
allow  Fletcher  to  exceed  a 
target  of  reducing  its  debt-to- 
capital  ratio  to  about  35  per 
cent  by  the  year  end  at  June 
SO.  The  ratio  was  426  per 
cent  on  June  30  last  year. 

The  group  has  four  divi- 
sions - energy,  paper,  for- 
ests and  building  - with 
shares  in  each  division 
traded  separately  on  stock 
exchanges  in  New  Zealand 
and  in  the  US  In  the  form  of 
American  Depository 
Receipts. 

The  so-called  letter  stock 
arrangement  allows  inves- 
tors to  value  specific  assets 
even  though  the  four 
operations  are  not  separate 
legal  entities. 

The  benefit  in  this 
arrangement  for  Fletcher, 
compared  with  totally  separ- 
ating the  divisions,  is  that 
the  companies  can  borrow  as 
a group,  and  this  generally 
gives  financiers  greater  secu- 
rity. 


But  analysts  are  con- 
cerned that  a poor  perfor- 
mance in  one  or  two  divi- 
sions would  drag  down  the 
overall  credit  worthiness  of 
the  group. 

Fletcher  has  already 
repaid  some  debt  this  finan- 
cial year,  after  selling  its  UK 
paper  operations  to  Metsa 
Serla,  the  Finnish  forestry 
group,  in  November  for 
$295 m.  It  has  written  off 
$5 64m  on  the  fine  paper 
operations  in  two  years. 

Investors  have  been 
particularly  concerned  by 
weak  earnings  in  the 
group's  forest  division, 
which  recorded  a NZS3.Sm 
loss  in  the  financial  year  to 
June  due  to  a slump  in 
.worldwide  log  and  forest 
product  prices. 

The  earnings  slump  forced 
Fletcher  and  China's  Citifor 
to  iqject  a further  $126m  into 
a forestry  partnership  they 
have  in  New  Zealand  so  that 
the  company  could  meet 
banking  covenants. 


The  debt  restructuring 
involved  the  two  partners 
buying  out  a third  in 
Brierley  Investments. 
Brierley  received  46.7m  new 
shares  in  Fletcher  Forests 
for  its  25  per  cent  stake  in 
the  188,000  hectares  of 
forests. 

Stephen  Hudson,  an 
equities  analyst  with 
Salomon  Smith  Barney  in 
Auckland,  says  it  is  clear 
that  the  Fletcher  Challenge 
group  has  set  stiff  debt  curbs 
within  each  of  its  divisions. 

If  debt  breaches  those  lev- 
els, the  individual  divisions 
will  have  to  either  sell  assets 
to  repay  debt  or  find  fresh 
capital  to  strengthen  the 
group  balance  sheet. 

■ Mr  Hudson  also  notes  con- 
tinued underlying  concerns 
about  the  earnings  outlook 
for  the  Fletcher  companies  - 
for  example,  on  a consoli- 
dated basis  the  divisions' 
shares  are  trading  at  only  60 
per  cent  of  the  group's  book 
value. 

The  share  values  appear  to 


reflect  the  state  of  many  of 
the  markets  in  which 
Fletcher  operates. 

The  construction  industry 
in  New  Zealand  is  at  a 
cyclical  low,  oil  prices  are  at 
their  lowest  level  for  more 
that  a dozen  years  and  pulp, 
paper  and  log  prices 
internationally  are  dose  to 
the  bottom  of  cyclical 
troughs. 

“There  are  some  funda- 
mental earnings  problems 
for  the  group  this  year,”  says 
Stuart  Graham,  analyst  with 
Warburg  Dillon  Read. 

Given  this,  Fletcher  is 
expected  to  concentrate  on 
reducing  costs  across  the 
group. 

In  December,  it  announced 
it  expected  to  save  NZSlOOm 
by  centralising  the  purchase 
of  phone  services  in  the  four 
divisions. 

Similar  arrangements  for 
the  purchase  of  electricity, 
travd.  vehicles  and  freight 
services  are  expected  to  be 
put  in  place  over  the  next 
few  months. 


NEWS  DIGEST 

JAPAN 

Marubeni  secures  Y500bn 
financing  deal  with  banks 

Marubeni,  the  banks 

Y500bn  ensure  access  to 
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Othertrading  companies  have  signed  similar  de 
MichJyo  Nakamoto,  Tokyo 

FOOD  AND  PHARMACEUTICALS 

JT  to  buy  Asahi  units 

Japan  Tobacco  is  to  acquire  Asahi  Foods  and 
Asahi  Chemical  group  companies  on  Juty  1 for  an 
dosed  sum.  The  move  reflects  JTs  strategy  of 
into  foods  and  pharmaceuticals  to  reduce  its  dependence 
on  the  mature  domestic  tobacco  market. 

State-controlled  JT  has  been  losing  market  share  to 
rivals  such  as  Philip  Morris  and  RJ  Reynolds  s^ethelib- 
eraHsation  of  the  Japanese  tobacco  market  m 1985.  The 
recent  tax  rise  of  about  8 per  cent  is  likely  to  reduce 

demand  further.  , . 

Although  the  sales  of  the  companies  Involved  are  con- 
sidered too  small  to  lift  JTs  earnings,  analysts  welcomed 
the  move  given  the  Weak  prospects  for  the  industry.  Keiko 
Sasaki,  analyst  at  ING  Barings,  said:  "The  impact  on  earn- 
ings will  be  limited,  as  none  of  the  acquired  companies  is 
strong  in  any  particularly  area.  However,  they  are  all  profit- 
able, unlike  some  of  JTs  other  food  companies." 

The  deal  is  expected  to  lift  JTs  sates  from  non-tobacco 
products  to  YlOObn  ($876m),  according  to  the  daily  news- 
paper Nikkei.  Tobacco  sales  account  for  about  Y3,500bn. 
JuHe  Hess,  Tokyo 

TOLL  ROADS 


UEM  allowed  to  charge  more 

UEM,  the  Malaysian  toll  road  operator  forced  by  the  gov- 
ernment to  bail  out  its  troubled  parent,  Renong,  the  well- 
connected  infrastructure  conglomerate,  wilt  be  able  to 
charge  0.75  sen  more  per  kilometre  on  the  North-South 
Expressway,  Mahathir  Mohamad,  prime  minister,  said  yes- 
terday. But  the  public,  which  pays  10.5  sen  per  kilometre 
on  the  highway  running  the  length  of  peninsular  Malaysia, 
sees  the  impending  rise  as  a further  attempt  by  the 
authorities  to  provide  support  to  the  politically  linked  com- 
panies at  their  expense. 

However,  the  government  yesterday  said  it  was  meeting 
60  per  cent  of  the  operator's  needs,  leaving  the  public  to 
cover  40  per  cent 

The  companies  have  been  hit  hard  by  Malaysia's  eco- 
nomic crisis.  UEM  said  in  November  it  would  defer  interest 
payments  on  loans  totalling  M$2.92bn  (USS768m)  while  it 
restructures  Its  debt  over  the  next  six  months. 

SheBa  McNulty,  Kuala  Lumpur 


1998  SALES  ROSE  21.5  % 

RnqulH^iWmps-Redoule  reported  1 998 sales ol € 14,51 47m  [FF  108.32An|>a 21 .5 X htroan 
owl  997. 

The  brecbfcwn  d sales  bybusressdivKion  isos  Hfawi; 
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Ike  ratal  dram  reported  a 148  % increase 
in  hJh  resuming  Iran: 

■ The  effect  of  Redauteft  1 997  acquisitions 
and  of  lha  purchase  of  a contraling  interest 
in  Bryiane  in  ihs  United  Safa  in  1998, 

■ The  WMfcntpafamoncaof  Conferoma  and 
Fnac  m Fiance  and  ■ntemcOocoSy, 

* The  utaefanrimi  in  activity  at  Mrterrps. 
TTadrvruart  sales  rase  6.6%  an  a comparable 
Nrudure  and  exchange  rale  bads. 

Businas  to  Businas  revenues  named  bjr 
33.9%  mainly  due  to: 

■ Consolidation  of  Guibert  far  12  mortis, 

• Acquisitions  made  by  Rexel  in  1997  and 
1993. 

■ Organic  growth  in  each  of  ihe  civision's 
companies,  especially  a»  Gilbert. 

The  Business  to  Business  dmsion's  sofas  rose 
47  5 an  a comparable  structure  end  exchange 
rote  basis. 


for  furtiwr  information  : 

Fwaull  Wntwyi  Mnuls 
18  Ploca  hUnr  Sargsna 
75381  ForneadtxOB 
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The  Mantofemd  Trade  division  recorded 
4,9  % growth  from: 

■ A strong  pidt-qp  in  business  in  CenetA  Africa 
and  France's  overseas  deportments  and 
territories, 

• Continued  growth  in  phannooeufecals. 

The  dmsion's  sales  were  up  8.2  % an  a 
comparable  strodure  and  exchange  role  basts. 

1998  ooRuSdated  sofas  of  tfie  Group  rasa 
5.9%  an  a comparable  structure  and 
exchange  mle  L«k 

• Acquisitions  contributed  € 2,032.3m 
[FF  13,33 1 m)  to  dw  yea's  sales  growth  wide 
currency  effects  reduced  H by  € 31.1m 
[FF2Q4m|. 

Average  outsfcndhg  Ions  at  Hbanef  IFrandaJ 
Senrioes  (fivinari  raee  121  % from  1997. 
Fourth-qrater  1998  consolidated  sofas  rasa 
21.8%.  or  3.6  a on  o ccnporobie  stroOwe 
end  exchange  rete  basis. 

SharahaUvs  information : 

00  33  I AA  90  63  25 
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BE  GLOBAL  LIMITED 

US.  $172,250,000 

per  can.  Gummed  Note* 2001  with  Covered  Yhmnti 
Tokyo  Dame  Coipontina  ¥20,000^)00, POO  Convertible  Boodi  2001 

hnont  to  Condition  5XAHhi)  at  the  Ttsmj  gnd  Coodiaoos  o[  tbr  ConvartUr 
Bonds  2nd  Condkno  2.1  of  the  Term  md  G*kfitkitn  at  the  Warrartoiot  tfw  c^+axioi 
isues.  Nance  is  hereby  givoi  iha  the  Ccnseaioa  ftte  anJ  d»  Purdtne  Fnce  atii  be 
rcMcafoBcm: 

ICasTOMonPrice/PimdusePnct  before  tesec  V1589 

L Cccvaiun  Pncc/Puniac  Prior  rfns  rare  T1J72 

3.  E&cUveJaajof  iboveroec  2 lit  December,  19°3 

28dijarani^  1999  Tokyo  Dome  Carpamtioa 

P.T.  Bank  Ekspor  Impor  Indonesia  (Persero) 
Singapore  Branch 

UA  $120,000,000 

Floating  Rate  Certificates  of  Deposit  due  2000 

lnacconianoe  with  the  terms  aiuiconJltionaot  die  Notes,  the  rate  of 
interest  applicable  for  the  interest  period  27th  January,  1999  to 
27th  July,  1999  u 5 J 1922  percent,  per  annum. 

Interest  payable  on  27di  July,  1999  per  Note  ofU5.S500,lW0  will  he 
U.S.S13J7I.93. 

London  Forfaiting  Asia  Limited  Agent  Bank 

Schroder  International  Selection  Fund 

SaciM  tfmwstisseinax  a espial  variable 
Registered  Office:  5.  roe  HObenbof.  L- 1736  Sexmtaipetbog 
RX.  Luxembourg  B02 

DIVIDEND  NOTICE 

Tb:  director?,  bast  iwolved  U pay  ibe  (bflowinf  Qnal  dvidoads  Vi  sbretoUsr*  * reconJ  31 31  December 
[?»,  Paynjcadac  t>  2V  Imuary  1999. 


Schroder  lntenwOnca]  Selection  Fund  Global  Equity 
.SdHvxkr  Inurautunal  Selection  Fuad  Gtobal  Band 
Schrader  International  Setecoon  Fund  US  Equlrj 
Stin  utter  lmcmatkeul  Selection  Fund  UK  Equity 
Sdnudff  IsMiuHianal  Selection  Fund  Pacific  Equity 
Sdutxter  ImenaDonjl  Selection  lua!  Emerging  Market* 

Sdmukr  Isttfluixm]  Selection  Fnml  European  Band 
Sctmxkr  Inranatiooal  SekcDori  Rod  Hedged  Global  Bond 
Scfasdd-lnuroauonal  Seteudna  Fund  fttrttatin 
Sdiukr  ImemaiioasJ  Selection  Fund  European  Equity  MariutCap.  Wld. 
Schroder  lmonatixsaJ  Sdecuoo  Fund  Emerging  Markets  Debt 
Schrader  tmanali.uu]  Sdecura  Fund  US  Dollar  Bond 
SdanterlmamananalSda-lioa  Fund  US  DaUer  ftorttbOa 
Schrader  ImcnaikiDal  ScketxM  Fund  Eurocurrency  Short  Term  B«xt 
Schrader  lanruiknul  Sdectioo  Fund  Latin  Aroeriaai 
lutiiiriiKiil  Selection  Rind  titan  Bend 
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The  Boanl  of  Dueaore 


T o A d \ e r t i s e 
Your  I.  c « a I Noli  c e s 

Plea  s e e (intact 
Melanie  Miles  on 
Tel:  +44  0171  873  3340 
Fax:  +44  0171  873  3064 


European  Coal  and 

Steel  Community 


¥11,200.000,000 

Floating  Rate  Notes  2001 

Notice  Is  hereby  given  that  Tor 
die  Interest  period  28  January 
1999  to  28  July  1999  die  notes 
will  carry  an  interest  rate  of 
1.25828%  per  annum.  Interest 
payable  on  28  July  1999  will 
amount  to  ¥632,635  per 

¥100,000,000  note. 


Qobal  Agency  aodTnist  Serokxs. 
Citibank.  NA,  I/ndoa 

28  January  1999 

l CTT1BAN<&) 


Sl George  Bank  Limited 

nanootf  MnaaaBmk  feotnb  LtaHali 


US$300,000,000 
Floating  Rate  Notes  2000 

The  notes  will  bear  interest 
at  111828%  per  annum  for 
the  Interest  period  from 
28  January  1999  to  28  April 
1999.  Interest  payable  value 
28  April  1999  wiD  arnotan 
to  USS 12796  per  USS  10,000 
note. 


Global  Agency  and  Trust  5errices, 
Citibank.  N A,  London 
28  Jammy  1999 

crrtBAN<& 


KINGDOM  OF  SPAIN 

EUR0 1,000,000,000 
6%  BONDS  DUE  2023 
(the  "Bonds”) 

- 1 SIN  XS0O84882587  - 

Notice  is  hereby  given  that  pursuant  to  Condition  13  of  the  Terms  and  Conditions  of  the 
Bonds,  the  Bonds  will  be  consolidated  with  the  6%  Obligaaones  del  Estado  due  31  January, 
2029,  on  Monday  1 March,  1999  (the  ‘Consolidation  Date*).  As  from  such  date,  any  position 
in  such  Bonds  held  with  the  Eu  roc  I ear  System  or  Cede  I bank  will  be  renamed  and  a new 
ISiN  ES0000011868  allocated  to  the  position. 

As  from  the  Consolidation  Date  the  Terms  and  Conditions  of  the  Bonds  shall  cease  to  be 
applicable  and  shall  be  replaced  with  the  terms  of  the  Obligaciones  del  Estado.  The 
Obligaaones  del  Estado  will  not  be  listed  in  the  Luxembourg  Stock  Exchange. 

Investors  are  reminded  that  the  Obligaaones  del  Estado  are  subject  to  Spanish  fiscal 
regulations  for  domestic  debt.  The  Euroclear  System  and  Cedelbank  have  established 
procedures  to  assist  investors  eligible  to  benefit  from  an  exemption  from  withholding  tax 
on  coupon  payments.  Investors  holding  through  the  Euroclear  System  or  Cedelbank  can 
contact  their  respective  clearing  systems  for  more  detail  on  these  procedures. 

Madrid,  January  1999 
Ministerio  de  Economla  y Hacienda 
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LonJm  WIX6NN 
Ref-HGfltZVCPGB/z 


. .',J» 


;in 


lollund 


-mm- 


•VI 


S V 


;1B* 


Yangming  Marine  Transport  Corpora ti 
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Notice  to  the  holders  of  the  ouuandinR 

U.S.  $160,000,000 

2 per  cent  Convertible  Bonds  due  2001 
Yangming  Marine  Transport  Corporation 
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derivatives  trading  exchange  hopes  to  capitalise  on  convergence  of  german  and  french  markets 


17 


financing 


ysoshr  ; 

fcntk  m \r, 

H4««r».g:iIIT.V  0,1-  s .. 
«•*»  , 


’ fjr, 
3 '(■  *■*. 


l !Vi  r 3l. 

Ml  Mw  . . 
■ mduem  v.  t**.* 
bmr.hmi  wmu  .•** 
■■•nm  >4.w-  -» 

togn^t,  Maturity  : 
««  tttdwv  ** 


•sr 

A 


: Iujl  toptool  a Y*  * *\  i- . . - 
K*m  kmtnQ  V'^rartft1  ••>•••: 

*.  Ti*j, 


1?%, 

.;/  * 
■ ■'  •■■Oh  r.. 


•'"3* 
. 17  was. 

1 

--V 
_«  •*  . ■ 


1*000  AND  PHARMACEUTICALS 

47  to  buy  Asahi  units 

JHUfri -k-  At;-.-,.;...  r 

A#tolU><r*w  a#.*#  r. 

(MMM  IMW.  1T»  ■*.-%»  ,c\r.  . 

0*0  RIM*  «M  •_.  - 

UtVumijhMil.^v- 
pnt  raniiuMi*  - * 

hwoi  u»fr  m wm*  v j 

. Siffetoftior  ep  ff»  ’A*  r.  • • 
mated  MM  r«M  «*  nhrs-i  ■=  ’■*. 

.s , 

GMMiWO  fc»*-  mw  V-  1*  . : 

:.to»  IWftVM  »W»-  :.*:•»  .;.••• 

*•  -S-:.  ' 

*V»:  MM  I*  .VI  - . “ ;'- 

0 fy  e*'V-.  > *.  r ' '■ 

wHi*  nor**  -•.:-•••  ;-~ 

JNl  M'  * **.,*•  '-c-  • 

|Hr«aJi*f»  U;. 's'll.'t.fti-  - — • 

fMtw  Mfc*--  • 

rou.  ROADS 

UCM  allowed  to  charge  more 

Utf*.‘*to  *. 

j-.  • 

a* 

S.iyupBII  M toMh*’-- 
«H9^ 


,.V 


PM  V|»  - •• 

«B  PWMN» 

« «M»  «*(«!'  : : 

m P+  '.-er- 

1M#  t'»r. 

yia_«a»m«nMi>  ---  • - 
WP#IIW  AtoM  M-,' 
*tf  '-  «.m r'-r*  -‘  ■ 
te  vm  - 


■’  1 


or  s^Affd 


By  Samer  tskamtar  in  Paris 

Matif.  the  French  derivatives 
exchange,  yesterday 
announced  a series  of  mea- 
sures aiming  to  establish  its 
products  as  benchmarks  in 
the  sow  unified  market  for 
government  bonds  of  the  11 
euro-zone  countries. 

By  revamping  the  notional 
10-year  bond  contract,  its 
leading  bond  product,  Matif 
Is  seeking  to  capitalise  on 


the  convergence  of  the  Ger- 
man and  French  markets  fol- 
kwing the  launch  of  the  sin- 
gle currency. 

The  exchange  is  also  aim- 
ing to  capitalise  on  alleged 
shortcomings  of  the  German 
bund  future,  Europe's  most 
actively  traded  bond  future. 
Pascal  Samaran,  Matif  chief 
executive,  said  the  bund 
future  is  “going  to.  have 
problems  because  of  its  suc- 
cess”. 


Investors  and  traders  have 
gradually  adopted  the  bund 
contract,  traded  on  the  rival 
German-Swiss  exchange 
Eurex,  as  a proxy  for  euro- 
zone government  bonds, 
which  has  caused  liquidity 
problems  on  the  underlying 
cash  market  for  bunds. 

Mr  Samaran  predicted 
market  participants  would 
“get  their  fingers  burnt”  at 
the  next  squeeze  on  the 
bund.  A squeeze  occurs 


when  there  are  not  enough 
cash  bonds  available  in  the 
market  to  satisfy  demand 
from  futures  traders. 

Matif  yesterday  widened 
its  pool  of  deliverable  bonds 
to  include  German  bunds,  in 
addition  to  French  OATS.  Mr 
Samaran  said  the  move 
would  reduce  the  risk  of  a 
squeeze  on  the  underlying 
bonds,  because  the  Enron o- 
tionnel's  pool  of  deliverable 
bonds  would  be  twice  as 


large  as  that  of  the  bund 
contract 

“it's  a long  shot,  but  the 
strategy  could  eventually 
pay  off.”  said  a futures 
trader  at  a US  bank  in  Paris. 
“The  damage  was  limited 
the  last  time  around  but  if 
there  is  another  serious 
squeeze  on  bunds  a lot  of 
people  might  think  more 
seriously  about  moving 
some  of  their  business  to 
Matif.” 


Matif  yesterday  lowered 
the  coupon  on  its  contract  - 
which  was  renamed  Eurono- 
tionnel  - from  55  per  cent  to 
35  per  cent,  bringing  it  in 
line  with  yields  on  recently- 
lssued  government  debt. 

The  Matif,  which  closed  its 
trading  floors  in  favour  of  a 
fully-computerised  platform 
last  year,  aims  to  triple  the 
number  of  terminals  linked 
to  its  trading  system  to  1500 
by  the  end  of  this  year. 


European  share  offerings  pick  up 


Air  France 
c 

40 
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By  Vincent  Bo(and 

The  pace  of  international 
share  offerings  from  Euro- 
pean companies  picked  up 
sharply  this  week  with  the 
formal  launch  of  the  privati- 
sation of  Air  France,  bring- 
ing to  nearly  S5bn  the 
amount  of  new  equity  being 
raised  in  a series  of  public 
and  private  sector  transac- 
tions. 

The  pick-up  in  activity 
reflects  the  strength  of  Euro- 
pean stock  markets  and 
renewed  investor  demand 
for  new  issues  after  a falter- 
ing end  to  the  market  in 
1996.  In  addition,  at  least  50 
German  companies  are 
believed  to  be  preparing  to 
list  on  the  Neuer  Markt 


smaller  companies  market  in 
Frankfurt  this  year,  accord- 
ing to  bankers. 

. The  European  market’s 
buoyancy  contrasts  with  a 
relative  slowdown  in  the  US. 
Some  bankers  have  pre- 
dicted that  the  issuance  of 
new  equity  from  US  compa- 
nies could  fall  by  up  to 
20  per  cent  this  year  if  the 
market  for  internet  stocks 
collapses. 

The  Air  Fiance  offering  is 
the  first  significant  privati- 
sation transaction  of  1999 
and  is  set  to  raise  at  least 
€600m  for  the  French  gov- 
ernment 

The  deal  values  the  carrier 
at  €35bn-€3.7bn  based  on  an 
indicative  price  range  of  €12- 
€1450  a share.  That  was  at 


the  low  end  of  market  expec- 
tations of  up  to  €16.50  a 
share  and  at  a substantial 
discount  to  the  European 
airline  sector  average.  Salo- 
mon Smith  Barney,  the 
investment  bank,  has  set  a 
target  for  the  shares  of 
€2050. 

Analysts  said  the  rela- 
tively low  price  suggested 
.the  government  wanted  to  ■ 
win  strong  employee  back- 
ing for  the  issue.  A dispute 
with  the  pilots’  union 
delayed  the  airline's  stock 
market  listing  last  year. 

About  33  per  cent  of  the 
company  is  expected  to  be 
owned  by  private  and  insti- 
tutional shareholders  when 
the  initial  public  offering 
and  associated  transactions 


- including  an  expected 
move  by  Banque  Nationale 
de  Paris  to  turn  a holding  of 
Air  France  convertible  bonds 
into  equity,  giving  it  a stake 
of  about  4 per  cent  - are 
completed. 

Soci6t&  G€n€rale,  the 
French  hank,  is  acting  as 
global  co-ordinator  for  the 
Air  France  offering. 

The  Air  France  deal  fol- 
lows confirmation  earlier 
this  week  by  United  Pan- 
European  Communications, 
Europe's  biggest  private 
cable  TV  provider,  that  it 
would  double  the  size  of  its 
IPO  next  month  to  $l55bn 
after  forming  a strategic  alli- 
ance with  Microsoft. 

Equant,  operator  of  one  of 
the  world’s  most  extensive 
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voice  and  data  networks,  is 
to  float  an  additional  17.4  per 
cent  of  its  shares. 

The  transaction,  which  fol- 
lows the  company's  IPO  last 
year,  could  raise  $25bn  for 
the  selling  shareholders,  the 
Sita  Foundation  and  Morgan 


Stanley  Dean  Witter  Capital 
Partners. 

An  IPO  by  Estonian  Tele- 
com, already  under  way,  is 
poised  to  raise  up  to  5227m. 
The  offering  will  test  inves- 
tor demand  for  equity  from 
emerging  markets. 


f New  Holland  sees  job  cuts 


By  Peter  Marsh 


New  Holland  of  Italy,  the 
world’s  second  biggest 
maker  of  tractors,  warned 
yesterday  of  more  job  losses 
this  year  after  announcing  a 
30  per  cent  fall  in  pre-tax 
profits  in  1998,  because  of 
weakness  In  the  world’s 
$44bn  a year  agricultural 
machine  business. 

Umberto  Quadrino,  chief 
executive,  said  an  immediate 
tur around  was  unlikely, 
with  demand  depressed  by 
economic  problems  in  Asia 
and  Russia,  and  weak  invest- 
ment in  machinery  by  form- 
ers in  the  US  and  Europe.  . 

New  Holland  is  69  per  cent 
owned  _by  Fiat,,  the  Italian 
automotive  group,  with  the- 


remainder  of  the  shares 
traded  on  the  New  York 
stock  exchange,  in  the  year 
to  December  1998  it  recorded 
a pre-tax  profit  of  $453m, 
compared  with  $640m  in 
1997.  Sales  fell  to  $5.71bn 
from  56bn. 

Other  big  tractor  makers  - 
including  US  groups  Deere. 
Agco  and  Case  - warned 
recently  of  poor  market  con- 
ditions, worsened  by  weak 
grain  prices  which  are  hold- 
ing bai±  form  incomes.  . 

New  Holland  also  has  a 
big  construction  equipment 
division,  boosted  last  year 
through  the  purchase  of 
Orenstein  & Koppel,  a large 
German  excavator  nrnnnfaiy 
turer.  The  acquisition  made 
New  Holland  one  of , Europe’s 


biggest  four  makers  of  heavy 
construction  equipment 

Mr  Quadrino  said  tbe 
group  would  continue  to  cut 
staff,  following  1,300  job 
losses  in  the  second  half  of 
1998-  The  company's  work- 
force now  totals  about  19,000 
worldwide. 

New  Holland  expects  the 
US  tractor  market  to  decline 
15  per  cent  this  year,  while 
the  number  of  machines  sold 
in  Europe  will  probably  foil 
5 per  cent  Mr  Quadrino  said 
be  thought  the  Asia-Pacific 
market  had  “bottomed  out”, 
after  dropping  to  a market  of 
16500  tractors  in  1998  from 
29,000  the  year  before. 

He  added  a recovery  in 
world  demand  was  unlikely 
before  the  end  of  this  year. 


Payout  boosts  MoDo 


By  Tim  Burt  in  Stockholm 


Shares  in  MoDo  yesterday 
rose  more  than  n per  cent 
after  the  Swedish  paper 
group  announced  a capital 
restructuring  and  a 
SKr3.llbn  (5402m)  payout  to 
investors  through  an  extra 
dividend. 

The  company,  which  also 
announced  increased  pre-tax 
profits  from  SKr2.03bn  to 
SKr254bn.  said  the  dividend 
payout  would  address  mar- 
ket concerns  about  the 
strength  of  MoDo's  balance 
sheet. 

MoDo's  most  commonly 
traded  B shares  rose  SKr20 
to  SKr201  after  Bengt  Pet- 
tersson,  chief  executive,  said 
tbe  SKr85-a-share  dividend 


pay  out  (coming  on  top  of  a 
SKrlO-a-share  full-year  distri- 
bution) would  increase  the 
group’s  gearing  from  20  per 
cent  to  50  per  cent 

“We  did  not  need  to  have 
such  a strong  balance  sheet 
and  this  will  improve  our 
return  on  equity,”  he  said. 

Mr  Pettersson  was  speak- 
ing after  the  company 
reported  operating  profits  up 
from  SKriL23bn  to  SKr2.48bn 
on  sales  of  SKr22.7bn  for 
1998,  against  turnover  last 
time  of  SEr2l5bn. 

The  pre-tax  figures  were 
flattered  by  reduced  finan- 
cial costs. 

The  chief  executive  also 
outlined  a company  strategy 
to  concentrate  on  newsprint 
and  magazine  paper. 


through  its  Holmen  Paper 
subsidiary,  and  paperboard. 

Those  two  activities  con- 
tributed profits  of  SKzl5lbo 
and  SKr59Qm  respectively  in 
1998,  compared  with 
SRrl.2bo  and  SKr639m  in 
the  previous  year. 

Mr  Pettersson  indicated 
that  the  group  was  open  to 
alliances  or  a possible 
merger  of  its  fine  paper 
activities,  which  have  been 
adversely  affected  by  volatile 
demand  in  south-east  Asia 
and  Russia. 

“Such  a move  would  free 
us  up  in  this  industry,”  he 
said. 

“We  will  focus  our  busi- 
ness more  closely  on  those 
product  areas  where  we  are 
strongest.” 


Chemapol  hit 
by  insolvency 


By  Robot  Anderson  in  Prague 

Chemapol  Group,  the 
heavily  indebted  Czech 
chemicals  conglomerate,  was 
yesterday  declared  insolvent, 
bringing  closer  the  threat  of 
the  country's  biggest  corpo- 
rate failure. 

The  Prague  district  com- 
mercial court  ruling  against 
the  holding  company  could 
eventually  lead  to  the 
break-up  of  the  whole  group, 
which  employs  15.000  people 
and  is  tbe  fourth  biggest 
Czech  company  by  revenue. 

In  a sign  that  tbe  soon  to 
be  privatised  Czech  banks 
are  finally  losing  patience 
with  their  most  indebted  cli- 
ents. Ceskoslovenska 
Obchodni  Banka  (CSOB) 
forced  Chemapol  a.s,  the 
trading  arm,  into  bank- 
ruptcy In  October  in  pursuit 
of  debts  of  around  KC3.5bn. 
Last  month  it  then  sued  for 
K£800m  (S25.6m>  guaranteed 
by  the  holding  company, 
rapidly  forcing  it  into  insol- 
vency yesterday. 

CSOB  said  it  bad  been 
very  close  to  a settlement 
but  “we  want  to  make  sure 
they  are  really  able  to  pay 


wbat  they  promised  to”. 
Chemapol,  which  can  appeal 
has  three  months  to  satisfy 
the  court  it  can  meet  its  obli- 
gations. 

Credit  Lyonnais,  the 
French  bank,  last  week  also 
began  a suit  for  repayment 
of  a loan  of  more  than 
KClbn.  and  KomeFcni  Banka 
said  yesterday  it  would  sup- 
port the  Insolvency  proceed- 
ings. 

However,  the  company's 
main  creditors  - Investieni  a 
Posiovni  Banka  (IPB).  owned 
by  Nomura  Securities  of 
Japan,  and  Konsolidacni 
Banka,  the  state  bad  debt 
bank  - have  so  far  not  taken 
any  action. 

IPB,  which  is  also  an 
18  per  cent  shareholder  of 
Chemapol,  said  yesterday 
CSOB's  action  was  “an 
unfortunate  move  which  will 
eventually  lead  to  great 
harm  to  the  Czech  economy 
and  may  have  deep  social 
repercussions”. 

Chemapol  Group  is  the 
republic’s  most  indebted  cor- 
porate with  K£55bn  in  loans 
owed  by  the  holding  com- 
pany. more  than  double  its 
share  capital. 


Erste  Bank  in 
€100m  issue 


By  Clay  Harris, 

Banking  Correspondent 

Erste  Bank.  Austria's  second 
largest  bank,  yesterday 
launched  a €100m  (SI  15.7m) 
issue  of  preference  shares, 
whitih  could  boost  the  use  of 
the  instruments  as  Tier  l 
capital. 

Warburg  Dillon  Read, 
bookrunner,  said  it  was  the 
first  such  issue  for  an  Aus- 
trian bank  and  the  first  by 
any  bank  to  be  offered  inter- 
nationally since  the  Bank  for 
International  Settlements 
announced  guidelines  in 
October  for  Tier  l preference 
shares  issued  through  spe- 
cial purpose  vehicles. 

Previous  issues,  by  Spain’s 
Banco  Santander  and  Banco 
Bilbao  Vizcaya  and  Ger- 
many’s Westdeutsche  Lan- 


desbank  and  Bayerische 
HypoVere inshank,  had  been 
aimed  at  domestic  investors. 

WDR  said  the  issue  was 
nearly  twice  subscribed, 
with  most  going  to  private 
clients  throughout  Europe. 

Erste  said  the  shares  were 
a “form  of  ‘senior’  equity.” 
which  had  lower  financing 
costs  than  equity  or  conven- 
tional preference  shares.  The 
issue  would  increase  its  Tier 
l capital  by  0.4  percentage 
points  to  more  than  6.4  per 
cent  and  its  solvency  ratio 
from  10.9  per  cent  to  115  per 
cent. 

Issued  at  par.  the  non-vot- 
ing shares  pay  a sou-cumu- 
lative quarterly  dividend  of 
6.625  per  cent.  They  are  per- 
petual. and  cannot  be  called 
by  the  Issuer  for  at  least  five 
years. 


if  you  fly  with  us  next  time 
you’re  travelling  on  business 

£40  says  you’ll  want  to  do 
it  again 


Because  business  meetings  always  seem  to  run  over,  change,  or  get 
cancelled,  Go  has  flexible  fares  available  on  all  flights.  These  save 
you  at  least  40%  off  the  price  of  a typical  full  economy  flexible  fare. 

And  now  there’s  an  extra  reason  to  fly  Go  - book  a return  flexible  fare 
for  travel  before  1 0 February  and  Go  will  give  you  a £40  voucher  to 
use  towards  any  other  Go  flight  taken  before  25  March. 
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the  new  low  cost  airline  from  brrtish  airways  book  online  at  www.go-fly.com 
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Bonds,  the  Bonds  will  be  consolidated  with  the  6%  ObligacUmes  del  Estado  due  January 
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As  from  the  Consolidation  Date  the  Terms  and  Conditions  of  the  Bonds  shall  cease  to  he 
applicable  and  shall  be  replaced  with  the  terms  of  the  ObligacUmes  del  Estado.  Hie 
Obligations*  del  Estado  whl  not  be  listed  in  the  Luxembourg  Stock  Exchange. 
Investors  are  reminded  that  the  Obligations  del  Estado  are  subject  to  Spanish  fiscal 
regulations  for  domestic  debt.  The  Euroclear  System  and  Cedelbank  have  established 
procedures  to  assist  investors  eligible  to  benefit  from  an  exemption  from  withholding 
tax  on  coupon  payments.  Investors  holding  through  the  Euroclear  System  or 
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COMPANIES  & FINANCE:  THE  AMERICAS 


Compaq  sales  outperform  market 


By  Louise  KbIiob 

Compaq  Computer  reported 
a 48  per  cent  jump  in  fourth 
quarter  sales  with  revenue 
growth  three  times  that  of 
the  market  as  a whole, 
according  to  Mr  Earl  Mason, 
chief  financial  officer. 

This  underlined  the  trend 
toward  consolidation  in  the 
PC  sector,  he  said,  as  a hand- 
ful of  the  largest  manufac- 
turers were  growing  rapidly 
and  smaller  companies  were 
falling  by  the  wayside. 

Compaq  also  reported 
much  higher  than  expected 


earnings,  cementing  its  role 
as  the  world’s  second  largest 
computer  company  following 
last  year’s  acquisition  of  Dig- 
ital Equipment. 

The  acquisition,  completed 
in  June,  was  accretive  In  the 
fourth  quarter,  said  Mr 
Mason,  and  integration  was 
well  advanced.  - 
. The  results  appeared  , to 
resolve  any  remaining  ques- 
tions about  Compaq’s  ability 
to  manage  big  mergers  suc- 
cessfully. Worldwide  sales 
for  the  quarter  were  flOBbn, 
up  from  $T-3bn.  Quarterly 
net  profits  rose  14  per  cent  to 


$758m;  earnings  ware-  43 
cents  a share  against  42 
cents  last  time..  Wall.  Street' 
had  predicted  earnings  of 
about.SS  emits. 

However.  Compaq  bene- 
fited from  a lower  than 
expected  tax  rate  in  the 
fourth  quarter,  analysts  said. 
Compaq's  shares  were  trad- 
ing at  $4&H  in  m&sessioft, 
following  the  earnings 
report  down  :• 

“The  synergies  from  the 
Digital  acquisition  are 
becoming  more  and  more 
evident  in  our  financial  per- 
formance," said  Mr  Mason.  ' 


Microsoft  to  use  cash 
to  speed  up  networks 


By  Louisa  Kehoe 
In  San  Fraidsco 

Microsoft's  $800m  Invest- 
ments this  week  in  two 
European  cable  television 
operators  are  just  the  begin- 
ning. The  world's  largest 
software  company  has  plans 
to  use  some  of  its  $19.3bn 
cash  hoard  to  encourage 
communications  companies 
around  the  world  to  acceler- 
ate the  deployment  of 
high-speed  networks. 

For  Microsoft,  slow  deploy- 
ment of  high-speed  networks 
looms  as  a potential  barrier 
to  growth.  Networks  capable 
of  transmitting  data,  voice 
and  high-quality  video  win 
be  essential  for  the  next  gen- 
eration of  online  computer 
applications. 

“You  can  expect  to  see 
more  of  this,"  said  Bob  Her- 
bold, chief  operating  officer, 
referring  to  Microsoft's 
$500m  investment  in  NTL, 
the  DE  cable  system  opera- 
tor, and  the  $3 00m  stake  it 
plans  to  take  in  UPC.  a 
Netherlands-based  cable 
company. 

Microsoft  had  been  talking 
to  other  cable  companies 
and  was  “ready  to  talk  to 
any  company,  anywhere  in 
the  world,  that  shares  our 
goals  of  increasing  the  band- 
width of  networks",  said  Mr 
Herbold. 

“Microsoft  has  no  inten- 
tion of  becoming  a big  player 
in  the  cable-television  busi- 
ness.” he  stressed.-  Nor  does, 
it  favour  cable  over  alterna- 
tive networks  such  as  tele- 
phone or  satellite  communi- 
cations. 

Indeed,  in  December 
Microsoft  made  a $20  Om 
investment  in  Qwest,  the.  US 
telecommunications  group. 
In  November  it  Invested  an 
undisclosed  amount  in  a 
joint  venture  it  formed  with 
Qualcomm,  a developer  of 
digital  wireless  communica- 
tions technology,  to  create 
wireless  data  communica- 
tions services  for  mobile 
computer  users. 

Rather  than  picking  win- 
ners and  losers  in  the  com- 
munications sector,  Micro- 
soft was  attempting  to  boost 


Bob  Harbokt  ‘You  can  expect  to  see  more  at  this1 


spending  worldwide  on  the 
next  generation  . of 
high-speed  networks,  said 
Mr  Herbold. 

Broadband  networks 
could,  for  example,  enable 
e-commerce  web  sites  to 
include  videocHps.  Another 
application  Is  desktop  video 
conferencing,  enabling  work- 
ers at  remote  locations  to 
collaborate,  share  data  and 
speak  to  one  another 
face-to-face  via  computer 
screens. 

Moreover,  the  deployment 
of  these  high-speed  networks 
could  create  new  opportuni- 
ties for  many  of  Microsoft’s 
products.  “These  are  strate- 
gic Investments  for  Micro- 
soft.” .Mr  Herbold  said, 
aimed  at  “increasing  the  use 
of  information  technology  in 
general". 

While  the  current  focus  of 
Microsoft’s  investments  was 
on  high-speed  networks, 
there  might  be  other  priori- 
ties in  the  fixture,  he 
added,  but  the  goal  was 
always  to  create  market 
environments  in  which 
demand  for  Microsoft  prod- 
ucts would  grow. 

However,  such  invest- 
ments represent  only  part  of 
Microsoft's  broad  investment 
strategy.  The  software  giant 
has  also  made  at  least  a 
dozen  acquisitions  over  the 
past  two  years  as  well  as 
talcing  stakes  in  more  than 


30  other  technology  and  soft- 
ware companies.  . . 

Most  of  these  investments 
fall  into  two  categories,  said 
Mr  Herbold  - larger  acquisi- 
tions aimed  at  rounding  out 
Microsoft's  product  portfolio 
and  much  smaller  .technol- 
ogy acquisitions.  ! 

The  latter  represented 
moves  by  Microsoft'  to 
“acquire  [software]  code  or 
individuals”. 

Among  the  companies 
Microsoft  has  bought  to 
expand  its  product  line, 
WebTV,  Hotmail  and  Front 
Page  stand  out.  Each  has 
complemented  the  “home 
grown"  product  portfolio 
and  become  an  important 
element  In  Microsoft's 
growth  in  internet  software 
and  services. 

Less  visible,  but  also 
important,  are  Microsoft’s 
activities  in  the  venture  cap- 
ital arena.  The  company  has. 
invested  directly  and 
through  established  venture 
capital  funds,  in  numerous 
high-tech  start-ups. 

While  Microsoft  has  not 
disclosed  the  value  , of  its 
investments,  it  appears  to  be 
stepping  up  its  purchases  of  ! 
equity  stakes  and  outright  j 
acquisitions,  despite  the  US  I 
government  antitrust  trial  in 
Washington.  Legal  problems  ; 
had  had  no  influence  on  , 
Microsoft's  investment  strat- 
egy, Mr  Herbold  said. 


AT&T  to  sell  ‘bundles’ 


By  Richard  Waters  In  New  York 

When  AT&T  came  up  with  a 
low-cost,  single-rate  cellular 
telephone  plan  last  year,  it 
turned  the  US  wireless 
industry  on  its  head.  Now 
Ma  Bell  is  trying  to  hit 
another  home  run. 

Its  latest  attempt  to  grab 
bads  the  initiative  from  fas- 
ter-growing rivals  came  with 
yesterday's  launch  of  its  first 
broad  marketing  plan  to  sell 
a “bundle"  of  services  to  res- 
idential customers. 

Similar  moves  by  rivals 
have  had  only  limited  suc- 
cess. But  AT&T's  broader 
range  of  services  and  more 
extensive  wireline  and  wire- 
less networks  put  It  in  better 
position  to  determine  how 
Americans  pay  for  communi- 
cations services,  says  Brian 
Adamik  of  Yankee  Group,  a 
telecommunications  consul- 
tancy. 

Called  AT&T  Personal  Net- 
work, the  plan  lumps  a num- 
ber of  services  together, 
including  long  distance, 
wireless  calls  (but  not 


including  roaming  services) 
and  International  calls  to 
Canada,  the  UK  and  parts  or 
Mexico. 

All  calls  will  be  priced  at 
10  cents  a minute,  with  a 
fixed  monthly  fee  of  329.99  - 
or  $4435  including  flat-rate 
internet  access. 

One  aim,  said  John  Zegiis, 
AT&T  president,  is  to  halt 
the  rapid  turnover  of  cus- 
tomers and  the  savage  price 
competition  bedevilling  the 
US  longdistance  business. 

AT&T's  own  consumer 
long-distance  revenues  slid 
nearly  4 per  cent*in  1996. 
The  new  plan  should  provide 
the  “glue”  that  prevents  cus- 
tomers switching,  said  Mr 
Zegiis. 

Ma  Bell  also  has  its  sights 
on  boosting  revenues  by 
increasing  its  share  of  the 

cmriTniininwHnnn  spending  of 

the  US’  30m  wealthiest 
households.  Selling  wireless 
services  to  wireline  custom- 
ers and  vice  versa  - and 
eventually  cable  TV  to  both 
- would  increase  revenues 
at  a minimal  increase  in 


marketing  cost,  Mr  Zegiis 
said. 

Earlier  attempts  to  “bun- 
dle" services  In  the  US  have 
met  with  mixed  success.  MCI 
WorldCom  claims  10m  cus- 
tomers for  its  MCI  One  ser- 
vice, an  early  entrant  in  1996 
- but  most  buy  only 
long-distance  and  one  or  two 
additional  features.  Until 
now.  the  inability  of  billing 
and  other  back-office 
systems  to  keep  pace  with 
the  vision  of  the  marketing 
departments  has  blocked 
such  plans  - a hurdle  AT&T 
claims  to  have  overcome 

Also,  most  carriers  in  the 
fragmented  US  telecoms 
industry  offer  only  a small 
number  of  services. 

Even  with  a powerful 
packaged  service  at  its  dis- 
posal, AT&T  has  still  to 
prove  that  Americans  want 
to  buy  their  services  this 
way,  says  John  Donoghue, 
head  of  consumer  marketing 
at  MCI  WorldCom. 

“It's  nice,  but  consumers 
aren't  willing  to  pay  more 
for  it,”  he  says. 


Growth  in  product  revenues 
over  the  previous  quarter 
was  exceptionally  strong, 
and  the  camMned  company 
-also  benefited,  from  strong 
growth  in  Digital's  services 
business,  be  said. 

Gross  margins  improved 
by  1-6  percentage  points 
from  the  prior  quarter,  to 
264  per  cent.  This  was  in 
part  due-  to  higher-margin 
products  from-'Digital.  but 
also  related  to  cost  savings. 
Since  the  acquisition,  Com- 
paq has  shed  13£00  workers, 
and  Is  planning,  a further 
3,500  job  losses. 


In  Compaq's  flagship  P**- 
sonal  computer  business, 
fourth-quarter  growth  was 
“extraordinary",  ,sait*  , „ 
Mason.  Worldwide  retail 
sales  were- up  100  per  cent; 
“The  internet  is  the  driver, 
he  said.  Consumers  pur- 
chased low-cost  PCs  to 
access  internet  web  sites. 

“The  advantages  of  scale 
are  overwhelming,”  Mr 

Mason  said.  The  largest  com- 
puter companies  were  able 
to  buy  components  at  sub- 
stantial discounts  compared 
with  prices  paid  by  smaller 
competitors,  be  noted. 


NEWS  DIGEST 


OIL  AND  GAS 


Mobil  reverses  into  the 
red  after  $651  m charge 

A 40  per  cent  fall  In  global  oH  prices  over  the  year 
triggered  charges  totalling  $851  m in  the  1993  fourth  quar- 
ter, Mobil, -the  US  oil  company  to  be  acquired  by  Exxon, 
said  yesterday.  That  resulted  hi  a net  loss  of  $152m,  or  21 
cents  a share,  against 'net  income  of  $704m.  or  86  cents, 
last  year. 

Mobfl  took  the  one-off  charge  to  cover  restructuring  and 
to  write  down  the  value  of  its  oil  and  gas  properties  and 
inventories.  In  this,  the  second  largest  US  oil  company 
Joined  Its  peers,  which  are  suffering  the  worst  industry 
conditions  In  12  years.  The  Exxon  acquisition  - creating 
the  world's  largest  oil  group  - is  expected  to  produce 
savings  of  at  least  $2-8bn  and  give  the  combined  group  a 
strong  financial  position  to  weather  the  market  downturn. 

While  sharply  lower  oil  and  gas  prices. pulled  down  oper- 
ating results  at  Mobil's  exploration  and  production  busi- 
ness, the  company,  posted  stronger  quarterly  results  at  its 
mariceting  andrefining  operations,  where  higher  margins  in 
Europe  arid,  benefits  .from  an  alliance  with  British  Petro- 
leum helped  offset  lower  US  profits.  Mobil  reported  a 38 
per  cent  decline  in  operating  earnings  to  $499m,  or  62 
cents  a share,  exducfing  special  Items.  Analysts  had  been 
expecting  earnings  per  share  of  50  cents,  on  an  operating 
basis,  according  to  the  First  Call  research  group.  Reve- 
nues declined  20  per  cent  to  $13.22bn  in  the  quarter.  HB- 
fary  Dtirgin  . 

TOBACCO  / 

Philip  Morris  tumbles  79% 

Philip  Morris,' the  world's  lagest  tobacco  company,  said 
fourth-quarter  net  income  tumbled  79  per  cent  to  $274m 
after  $2.4bn  in  charges  related  to  tobacco  litigation  settle- 
meats.  Setting  aside  charges  this  year  and  last,  however, 
underlying  income  rose  9 per  cent,  to  $1.8bn,  or  72  cents  a 
share,  matching  Wail  Street  expectations.  The  rise  was  led 
by  a 15  per  oent  jump  in  profits  from  domestic  tobacco 
operations,  where  last  November's  45  per  cent  price 
increase  more  .than  offset  a 62  per  cent  drop  in  volume. 
Overall  revenue  for  toe  quartenrose  7 per  cent  to  $18.4bn 
with  US  tobacco  revenues  rising  10  per  cent  to  $102bn. 

Phfflp  Morris,  whose  brands  include  Marlboro  cigarettes, 
Kraft  Foods  and  Miller  beer,  said  fourth-quarter  interna- 
tional tobacco  profits  rose  52  per  esnt  to  $985m.  Higher 
prioes  coupled  with  strong  volume  gains  fa  western 
Europe  and  Japan  offset  a 32  per  cent  drop  fa  overall 
international  cigarette  volumes,  mainly  because  of  eco- 
nomic turbulence  fa  eastern  Europe  and  Asia. 

Reuters/ New  York 


DUPONT 

Forecast  beaten  despite  fall 

DuPont,  the  US  chemicals  group,  reported  an  8 per  cent 
drop  fa  1998  fourth-quarter  profits  because  of  a strong 
doHar  and  competitive  pricing,  but.  results  still  beat  Wall 
Street  estimates.  Operating  income  was  $882m,  or  60 
cents  a share,  before  discontinued  operations  and  non-re- 
currfag  Hems,  versus  $749m,  or  65  cents,  a year  earfler. 
Charles  Holliday,  chairman  and  chief  executive,  said  nega- 
tive global  economic  conditions  would  probably  mean  sev- 
eral more  quarters  of  low  volume  growth  and  continued 
low  prices,  but  lower  raw  material  costs  and  more  favoura- 
ble currency  comparisons,  combined  with  a focus  on  pro- 
ductivity, should  help  DuPont  weather  the  downward 
fcycta. 

Chemicals  sales  fell  from  $1.08bn  a year  earlier,  to 
$1 ,02bri,  while  fibre  sales  slid  38  per  cent  to  $1.17bn  and 
polymer  sales  wereflat  at  $1.7bn.  The  life  sciences  divi- 
sion posted  sales  of  $890m,  up  markedly  from  $461  m a 
year  earlier,  because  DuPont  bought  out  Merck’s  50  per 
cent  interest  In  a pharmaceuticals  Joint  venture.  Polymers 
sales  inched  up  from'$1.72bn  to  $1.73 bn.  In  October  the 
company  spun  off  a majority  of  Its  petroleum  unit  Conoco, 
fa  an  Initial  public  offering  that  generated  $42bn.  Reuters 
New  York 


GEjCAPITAL 

European  activities  merged 

GE  Capital,  the  financial  sendees  subsidiary  of  US  group 
General  Bectric,  has  brought  together  its  European  con- 
sumer Insurance  aid  Investment  activities  Into  a new  com- 
pany called  GE  Insurance  Holdings.  It  will  be  London- 
based  and  includes  GE  businesses  operating  fa  14  coun- 
tries. Clive  Cowdrey,  GE1H  chief  executive,  said  ft  would 
pursue  core  growth  and  “selective  acquisitions",  focusing 
on  creditor  protection,  long-term  care  and  savings  and 
Investments.  The  new  company  wHI  not  Include  GE  Capi- 
tal's London  market  and  European  reinsurance  operation 
ERC  Frankona  Ra  As  part  of  the  shake-up,  GBH  sold  its 
UK  warranty  services  business  for  an  undisclosed  sum  to 
London  General  Holdings,  whoHy-owned  by  Chicago- 
based  Aon.  Andrew  Bolger,  Insurance  Correspondent 


Sales  growth  drives  internet  stocks 


By  Roger  Taylor 
fa  San  Francisco 

Strong  sales  growth  by  eBay 
and  Ama20n.com  helped 
drive  a rally  in  US  internet 
stocks  early  yesterday. 

eBay,  the  online  auction 
business,  jumped  40  per  cent 
to  $305  while  Amazon.com, 
the  internet  book  retailer, 
rose  16  per  cent  to  $131  as 
investors  and  analysts 
digested  strong  results  from 
the  companies,  both  of 
which  are  leaders  in  their 
respective  fields. 
eBay,  which  allows  Indi- 


viduals to  auction  goods 
through  Its  web  site,  said  the 
value  of  goods  sold  through 
the  service  In  the  last  three 
months  of  last  year  was 
$307m  - up  57  per  cent. 

Online  auctions  are  seen 
as  an  important  opportunity 
for  internet  companies,  with 
Jupiter  Communications,  the 
industry  research  group,  pre- 
dicting that  $32bn  worth  of 
goods  will  be  sold  through 
eBay  by  2002.  Envisaged  as  a 
means  for  Individuals  to  sell 
second-hand  goods  - much 
like  classified  advertise- 
ments in  newspapers  - eBay 


has  developed  into,  an 
“online  trading  community”, 
where  amateur  and  profes- 
sional dealers  trade  collect- 
ables ranging  from  baseball 
cards  to  antiques. 

Worries  about  the  poten- 
tial for  fraud  - and  an  inves- 
tigation by  the  New  York 
City  Department  of  Con- 
sumer Affairs  into  - com-, 
plaints  against  people  deal- 
ing through  the  system  - 
have  done  little  to.  slow 
eBay's  rise. 

Unlike  many  other  inters 
net  businesses,  eBay  has 
been  able  to  turn  this  oppor- 


tunity into  profit  It.has  low 
overheads  and  charges  a 
commission  on  each .transac- 
tion, allowing  it  to  achieve  a 
gross  margin  of  86  per  cent 
and  .net  income  of  $19.5m 
from  revenues  of  $47.4m  In 
the  last  quarter  of  1998. 

Meanwhile,  Amazon  .corn’s 
sales  growth  and  lower  than 
expected  losses  helped  bol- 
ster the  company’s,  shares, 
following  statements  this 
month  that  margins  were 
being  hit  by  aggressive  pric- 
ing- The  shares  have  swung 
wildly  from  over  $180  to 
below  $110  In  recent  weeks. 


Among  other,  internet 
stocks.  Excite,  the  portal 
that  agreed  a $e.7bn  take- 
over by  At  Home,  the  Inter- 
net service  provider,  rose  in 
per  cent  to  $112. 

America  Online,  the  lead- 
ing internet  company,  rose  5 
per  cent  to  $162S.  buoyed  by 
hopra  of  strong  results  due 
out  after  the  market  closed. 

were  expecting 
AOL  to  post  second-quarter 
earmn6s  ot  w cents  a share 
compared  with  s cents  a 
share  (adjusted  for  stock 
splits)  In  the  same  period  a 
year  ago.  - a 
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Old  Mutual  wins  go-ahead  for  UK  move 
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^ Victor  Mallot  in  Pretoria 

Old  Mutual,  South  Africa's 
largest  life  assurance  and 
mymcial  services  group,  has 
won  permission  to  move  its 
domicile  and  primary  listing 
to  London  after  it  demutu- 
alises this  year. 

The  finance  ministry  ruled 
out  further  primary  listings 
Offshore,  which  will  disap- 
point other  businesses  which 
have  applied  to  move  their 
domiciles  to  London. 

Old  Mutual  will  have  an 
estimated  market  capitalisa- 

Concerns 
/ arise 
1 over  oil 
merger 

By  Emma  Tucker  and  Nsfl 
Buckley  in  Brussels, 
and  David  Owen  to  Paris 

Aspects  of  the  planned  oil 
merger  of  France's  Total  and 
Belgium’s  PetroFina  could 
raise  competition  concerns. 
European  Commission  offi- 
cials investigating  the  deal 
believe. 

The  concerns  emerged  as 
Total  and  PetroFina  yester- 
day revealed  final  annual 
results  before  the  merger. 
European  Union  legal 
\ /experts  had  expected  the 
'y  merger,  which  will  create 
1 Europe's  third-1  argest  oil 
group,  to  win  clearance  from 
the  Commission  after  a one- 
month  preliminary  investi- 
gation, due  to  expire  next 
Monday. 

However  officials  have 
hinted  that  lawyers  dealing 
with  the  case  may  have  been 
over-optimistic.  The  Com- 
mission can  either  clear  the 
merger  or  take  its  investiga- 
tion into  a more  detailed, 
four-month  phase. 

Alternatively,  if  the  Com- 
mission judges  that  more 
information  is  required  ft 
could  declare  the  notifica- 
tion of  the  merger  incom- 
plete, obliging  the  companies 
to  re-notiiy  the  deal  to  Brus- 
sels' antitrust  division. 

Fuel  storage  is  one  area 
understood  to  be  under  scru- 
J tiny  by  the  Commission. 
Total  reported  a compara- 
tively modest  9 per  cent 
downturn  to  FFr6.9bn 
(€1.05bn,  UJlbn)  in  net 
income  excluding  non-recur- 
ring items  on  sales  down  16-8 
per  cent  at  FFrl59bn. 

PetroFina' s underlying  net 
income,  excluding  one-offs, 
increased  slightly  from 
BFr22.9bn  to  BFr23.1bn 
<€573m,  $662m),  though 
reported  profit  dropped  from 
BFr22.1bn  to  BFrl9bn  - 
broadly  in  line  with  fore- 
casts - after  a BFr8.3bn 
inventory  write-down  offset 
by  one-off  gains. 

Total's  earnings  per  share 
before  non-recurring  items 
slipped  9-4  per  cent  to 
FFr28.1.  PetroFina’s  earn- 
ings  fell  14  per  cent  to 
»y  BFiflll  a share. 


tion  of  R33bn-R41bn  ($5.5bn- 
S6-8bnl  and  will  qualify  for 
the  FTSE-100  index,  accord- 
ing to  calculations  by  Merrill 
Lynch  in  December. 

Old  Mutual  pic  is  expected 
to  become  the  UK's  fifth  big- 
gest quoted  life  assurer.  Its 
secondary  listing  in  Johan- 
nesburg wifi  make  it  South 
Africa's  third  largest  com- 
pany. 

Billiton,  Anglo  American 
and  South  African  Breweries 
have  already  been  given  per- 
mission to  move  their  domi- 
ciles to  London.  But  the 


South  African  government 
was  reluctant  to  let  Old 
Mutual  do  the  same. 

Winning  the  approval  of 
Trevor  Manuel,  South  Afri- 
can finance  minister. 
Involved  months  of  negotia- 
tions. Old  Mutual  success- 
fully argued  it  needed  to  list 
in  a large  and  liquid  market 
such  as  London  so  that 
shares  sold  by  its  3Jhn  policy 
holders  could  be  easily- 
absorbed.  Shares  in  Saniam, 
Old  Mutual's  smaller  rival, 
have  languished  below  the 
launch  price  of  Rfi  since  it 


demutualised  and  listed  in 
Johannesburg  last  year. 

However,  the  government 
insisted  the  group,  change  its 
articles  of  association  to 
guarantee  that  its  South 
African  assets  would  remain 
in  the  country. 

Mr  Manuel,  conscious  of 
perceptions  that  companies 
are  fleeing  South  Africa,  said 
the  permission  granted  to 
Old  Mutual  was  exceptional. 
He  claimed  the  group  would 
remain  a part  of  the  Cape 
Town  scenery  "in  the  same 
way  that  Table  Mountain 


and  Devil's  peak  are  part  of 
Cape  Town". 

“We’ve  been  persuaded  by 
the  size,  by  the  reality  that 
the  Old  Mutual  is  likely  to 
become  part  of  the  FTSE 
100."  he  said.  The  changes 
to  the  articles  of  association 
have  raised  comfort  levels 
all  round.  As  of  now.  there  is 
no  carte  blanche  [for  other 
companies!"  - 

Mike  Levett,  Old  Mutual 
chairman,  said  the  London 
listing  would  help  the  group 
pursue  its  international 
ambitions.  It  did  not  need 


new  capital  for  its  southern 
African  businesses,  but 
might  raise  new  equity  capi- 
tal for  foreign  expansion  at 
the  time  of  listing  in  mid- 
1999,  be  said. 

Founded  in  1845,  Old 
Mutual  has  R445bn  under 
management.  Its  policy- 
holders, mostly  South  Afri- 
can, will  each  receive  a mini- 
mum of  200  shares  - valued 
as  at  December  io  at 
between  Rll  and  Ri-J  - with 
additional  allocations  vary- 
ing according  to  the  value  of 
policies. 


1 1 
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Eyes  on  Alcatel  as  critics  seek  more  focus 


Diversity  in  the  telecoms  equipment  group 
is  causing  concern,  writes  David  Owen 


Alcatel:  meeting  analysts’ 


One  of  the  moat  closely 
scrutinised  sets  of  num- 
bers of  the  French 
results  season  is  released 
today  when  Alcatel,  the  tele- 
communications equipment 
group,  publishes  estimated 
1998  sales  and  profit  figures. 

Little  more  than  four 
months  ago  a profit  warning 
delivered  with  the  compa- 
ny’s Interim  results  trig- 
gered a stampede  to  sell 
Alcatel  shares  that  wiped 
FFr70bn  (€10.7bn.  *12.3bn) 
from  its  market  capitalisa- 
tion in  a day. 

A similar  reaction  to 
today's  figures  might  well 
prove  terminal  for  Serge 
Tchuruk,  chairman,  whose 
on  ce-g3  owing  reputation  was 
battered  by  that  debacle. 

It  seems  unlikely,  how- 
ever, that  Alcatel's  normally 
streetwise  senior  manage- 
ment would  slip  up  so  badly 
again.  So  it  can  probably  be 
assumed  that  analysts* 
expectations  of  full-year  tele 
corns  revenue  growth  of 
about  10  per  cent  and  an 
operating  margin  of  about  4 
per  cent  will  be  met. 

But  this  would  almost  cer- 
tainly not  be  enough  to 
assuage  some  observers* 
longer-term  strategic  con- 
cerns. Some  continue  to 
worry  that  the  group's 
diverse  bag  of  defence  elec- 
tronics. engineering  and 
nuclear  power  interests  risks 
diverting  management  atten- 
tion away  from  the  fast- 
growing but  fast-moving 
telecoms  sector,  where  it  is 
most  needed. 

The  company  last  year 
announced  a reorganisation 


of  Its  core  telecoms  division 
in  a move  described  by  Mr 
Tchuruk  as  "an  important 
step  towards  better  customer 
service  and  meeting  our 
shareholder  expectations". 

But  the  Alcatel  chairman's 
apparent  “string-pulling" 
role  in  recent  negotiations 
between  Thomson -CSF,  the 
French  defence  electronics 
group  in  which  it  holds  a 16 
per  cent  stake,  and  the  UK’s 
General  Electric  Company 
over  GEC’s  auction  of  its 
Marconi  defence  unit,  will 
have  done  little  to  ebange 
the  view  that  European 
defence  restructuring 
remains  a serious  and 
unwelcome  distraction. 

However,  not  all  Alcatel 
observers  harbour  such  con- 
cerns. “The  big  change  from 
conglomerate  to  telecoms 
has  happened,"  says  Angela 
Dean,  technology  analyst 
with  Morgan  Stanley.  She 
says  the  group’s  ownership 
of  non-telecoms  assets  such 
as  24  per  cent  of  Alstom,  the 
engineering  group,  and  44 
per  cent  of  Framatome.  the 
nuclear  power  group,  "are 
all  stakes  now.  It  is  not  as  if 
there  is  management 
involvement" 

It  could  be  argued,  how- 
ever, that  these  non- 
telecoms assets  may  also  be 
a factor  in  the  low  rating  of 
Alcatel’s  shares  compared 
with  other  companies,  which 
are  perhaps  more  focused  on 
telecoms. 

This  is  another  concern  for 
some  analysts,  who  argue 
that  it  is  difficult  for  Alcatel 
to  make  more  acquisitions 
using  shares  at  a time  when 
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all-paper  transactions  are 
helping  to  drive  rapid  con- 
solidation of  the  industry. 
Alcatel  bought  DSC  Commu- 
nications. the  US  telecoms 
equipment  company,  in  a 
stock-for-stock  transaction 
completed  In  early  Septem- 
ber, just  before  the  fateful 
profits  warning: 

"One  of  the  key  elements 
in  being  able  to  reach  inves- 
tor expectations  is  that  you 
are  rewarded  with  a high 
stock  price  that  allows  you 
to  make  acquisitions  using 
stock,"  says  Douglas  Smith, 
analyst  with  Salomon  Smith 
Barney.  “That  has  clearly 
been  the  strategy  of  Lucent 
and  Cisco.  They  have  consol- 
idated large  chunks  of  the 


industry...  Alcatel  is  lim- 
ited to  making  acquisitions 
for  cash." 

This  situation  was  high- 
lighted earlier  this  month 
when  Lucent  confirmed 
details  of  a stock  deal  to 
acquire  Ascend  Communica- 
tions. a data  networking 
company  with  which  Alcatel 
bad  announced  an  alliance 
last  September. 

Senior  Alcatel  executives 
acknowledge  that  more 
acquisitions  are  necessary. 
Kiish  Prabhii,  president  of 
Alcatel  USA,  said  recently 
that  he  thought  the  com- 
pany would  continue  to  look 
at  technology-based  acquisi- 
tions “as  a means  to  rapidly 
catch  up  in  areas  that  we  are 


weak  in".  “One  of  our 
strengths  is  going  to  be  that 
we  can  be  a one-stop  shop 
for  our  customers."  Mr  Pra- 
bhu  said.  "In  order  to  be  able 
to  provide  that  one-stop  solu- 
tlon,  we  may  have 
to . . . make  acquisitions  so 
that  we  can  complement  or 
fill  those  gaps  that  we  have.” 

It  is  probably  just  as  well 
that  the  group's  balance- 
sheet  is  strong,  following  a 
FFrl3.7bn  capital  gain  that 
left  it  with  negligible 
debt 

Some  analysts  emphasise 
there  is  no  time  to  lose,  and 
argue  that  the  group  should 
sell  more  non-core  assets  to 
maximise  its  room  for  man- 
oeuvre. 


BCP  to  redenominate  its  capital  in  euros 


By  Peter  Wise 
to  Lisbon 


Banco  Comerdal  Portugues, 
Portugal’s  second  largest 
financial  group.  Is  to 
redenominate  its  capital  in 
euros  and  issue  five  new 
shares  with  a nominal  value 
of  €1  for  each  existing  share 
with  a value  of  Esl.000. 

Analysts  said  yesterday 
the  split  would  bring  greater 
liquidity  to  BCP  stock. 


Jorge  Jardlm  Gonpalves. 
BCP  chairman,  announring 
a 50  per  cent  increase  in 
net  income  last  year,  said 
the  group  would  pursue 
opportunities  for  expansion 
domestically  and.  overseas, 
including  those  stemming 
from  the  current  consol- 
idation of  Portuguese 
financial  groups. 

BCP  is  expected  to  be  a 
leading  protagonist  in  moves 
to  create  bigger  Portuguese 


financial  groups  better  able 
to  compete  internationally. 
The  merger  of  Spain’s  Banco 
Santander  and  BCH  has 
renewed  speculation  over 
possible  Iberian  link-ups. 

BCP  bolds  a 9 per  cent 
stake  In  BCH,  which  owns  14 
per  cent  of  the  Portuguese 
bank. 

A further  dimension  was 
added  to  merger  scenarios 
yesterday  when  a Portu- 
guese government  official 


raised  the  possibility  of 
state-owned  Caixa  Geral  de 
Depbsitos,  Portugal’s  biggest 
financial  group,  becoming 
involved  in  the  consolidation 
process. 

BCP's  net  consolidated 
profit  rose  to  Es54.2bn 
(€27 0m,  $3 12. 5m)  last  year, 
up  from  Es36.lbn  in  1997. 

Earnings  per  share  rose 
18.6  per  cent,  reflecting  the 
dilution  caused  by  an 
increase  in  share  capital 


from  Esl56bn  to  Esl97bn. 

The  board  will  propose  a 
22.4  per  cent  increase  in 
dividend  per  share  to 
EslUL3. 

Income  from  loans  and 
deposits  rose  10.3  per  cent  to 
Esl59.1bn,  despite  a slight 
decrease  in  the  net  interest 
margin,  tbe  average  differen- 
tial between  lending  and 
borrowing  rates,  to  3.1  per 
cent  from  3.2  per  cent  in 
1997. 


StoraEnso  set  to 
shed  2,000  jobs 


By  Thn  Btet  in  Stockholm 

StoraEnso,  the  paper 
manufacturer  formed  by  last 
year's  SKSbn  merger  of  Swe- 
den’s Store  and  Ensa  of  Fin- 
land, yesterday  warned  that 
2,000  jobs  - 5 per  cent  of  the 
workforce  - would  be  cut 
following  the  integration  of 
the  two  companies. 

The  job  cuts,  due  to  be 
spread  over  four  years,  have 
been  recommended  in  a 
detailed  internal  review  con- 
cluding that  cost- savings 
arising  from  the  deal  could 
be  40  per  cent  higher  than 
previously  expected. 

Senior  managers  at  Sto- 
raEnso, due  to  become  the 
world’s  largest  volume  pro- 
ducer of  paper  and  board, 
said  the  two-month  study 
pointed  to  annual  savings  of 
€300m  from  2002. 

BjQm  Hhgglund.  deputy 
chief  executive,  also 
announced  that  merger-re- 
lated provisions  and  write- 
downs would  be  more  than 
double  earlier  forecasts  - at 
€455m  - to  cover  redun- 
dancy costs  and  adjustments 
in  asset  values. 

Mr  Hdgglund  justified  the 
sharp  increase  in  likely  syn- 
ergies and  provisions  by 
claiming  that  the  two  com- 
panies had  not  been  able  to 
exchange  fuD  financial  infor- 
mation until  the  merger  was 
approved  by  the  European 
Commission  last  November. 

When  Store  and  Enso  first 
announced  the  deal  in  June 
last  year,  they  predicted  500 
job  losses,  mainly  by  com- 


bining administrative  and 
marketing  functions. 

Yesterday,  Mr  Hdgglund 
said  the  new  group  bad  iden- 
tified a further  1.500  surplus 
jobs  at  the  production  leveL 

“None  of  us  really  knew 
the  integration  potential 
until  we  got  inside  each  oth- 
er's skin,”  he  added.  "Now 
we  can  see  big  savings  in 
fine  paper,  carton-board  and 
pulp." 

Restructuring  costs  and 
provisions  associated  with 
the  merger  of  such 
operations  were  put  at 
€21  Om  last  summer,  but  the 
company  yesterday  said  that 
figure  would  be  lifted  by 
CUfim. 

The  total  provision  will  be 
taken  against  the  company’s 
1998  figures,  due  to  be  pub- 
lished next  month.  Industry 
analysts  are  expecting  con- 
solidated operating  profits  of 
about  €1.2bn  for  last  year, 
compared  with  a pro-forma 
figure  of  €9Q0m  for  1997. 

Initial  savings  from  the 
merger  are  expected  to  total 
€5Qm  this  year,  rising  to 
€170m  in  2000  and  about 
€240m  in  2001. 

In  the  first  year,  however, 
those  savings  will  be  offset 
by  €11  Qm  of  write-downs  on 
machinery  and  equipment 
and  €90m  or  goodwill  write- 
offs relating  to  under-per- 
forming plants. 

In  Helsinki.  StoraEnso 
shares  rose  40  cents  to  €7.20 
as  analysts  welcomed  the 
announcement  - lifting  the 
Finnish  forestry  index  by 
more  than  S per  cent. 
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Usinor  sees  FFrlbn 
savings  in  shake-up 

French  group  Usinor,  Europe's  largest  steelmaker,  said 
yesterday  it  could  save  up  to  FFrlbn  (€l52m,  $l76m)  a 
year  from  a restructuring  plan  that  slashes  jobs  and  puts 
up  for  sale  a number  of  businesses. 

The  three-year  plan,  approved  by  the  supervisory  board 
on  Tuesday  and  due  to  start  on  July  1,  will  see  "signifi- 
cant” job  arts,  mostly  among  white  collar  staff,  finance 
director  Robert  Hudry  said.  Savings  could  be  between 
FFr500m-1bn.  Reuters,  Paris 

BANKING 


Krauer  to  head  UBS  until  2002 

Swiss  banking  giant  UBS  said  yesterday  that  Alex  Krauer, 
its  interim  chairman,  would  keep  the  job  until  2002,  a 
move  seen  as  stabilising  the  bank  after  it  was  rocked  last 
year  by  hefty  hedge  fund  losses. 

Mr  Krauer,  67.  is  also  chairman  of  Novartis,  the  Swiss 
pharmaceuticals  group,  but  Is  due  to  retire  from  that  post 
In  April. 

His  appointment  fits  well  with  the  bank's  shift  to  a more 
conservative  stance.  Evidence  of  this  was  seen  in  Its 
announcement  this  week  that  it  would  reduce  exposure  to 
high-risk  emerging  markets  and  focus  on  safer  activities 
like,  wealth  management  Reuters,  Zurich 

Comments  and  press  releases  about  international 
companies  coverage  can  be  sent  by  e-mail  to 
intemational.comparres@ft.com 
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This  announcement  appears  as  a matter  of  record  only. 

The  Kingdom  of  the  Netherlands 
High-Speed  Line 

On  15th  January  1999  the  Government  of  the  Netherlands 
announced  its  intention  to  launch  a competition  to  select  a 
private  sector  partner  to  provide  the  rail  systems  super- 
structure for  the  new  High-Speed  Line  to  be  constructed 
between  Amsterdam  and  the  Dutch/Belgian  border. 


The  Project 


lemet  st<>c 
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It  is  envisaged  that  the  selected 
partner  will,  in  return  for  a 
periodic,  performance  related 
payment,  be  responsible  for  the 
construction  and  proper  perfor- 
mance of  the  railway  track  and 
associated  systems,  through  the 
30  year  contract  term. 

The  initial  private  sector  capital 
investment  is  likely  to  amount  to 
€450-700  million. 


Information 


/ i 


Further  details  will  be  published 
in  the  Official  Journal  of  the 
European  Community. 
Additional  information  may  be 
obtained  from  the  HSL  website: 
www.hslzuid.nl 


Address: 


Enquiries  should  be  made  to: 

Ministry  of  Transport,  Public 

Works  and  Water  Management 

Project  Organisation 

High-Speed  Line 

Attn.  Mr.  Maurice  Wiedenhof 

P.O.  Box  43 

3500  AA  Utrecht 

The  Netherlands 

Phone:00-31 -(0)30-272  85  30 

Fax:  00-3 1 -(0)30-272  88  43 
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ZURICH 

ALLIED 

Zurich  Allied  AG,  the  Swiss-based  holding  company  of  Zurich 
financial  Services, . is  pleased  to  announce  the  establishment  of 
its  sponsored.  American  Depositary*  Receipt  (.ADR)  program. 

Zorich  Allied ADRs  now  trade  on  Ike  over-the-counter  market 
under  the  symbol  ZRH.M'  with  fire  American  depositary ■ shares 
representing  one  registered  share  of  Zurich  .Allied  AG. 

For  more  information  on  Zurich  Allied  AG  and  other. ADRs. 
visit  wu-w.adr.com  JF  A f organ  's  central  source  for  timely * 
worldwide . ADR  market  intelligence  and  investor  information. 

www.adr.com 
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TRW  set  to  bid  $6.8bn  for  LucasV arity 


By  Andrew  Edgecflffe-Joftnson 

TRW,  the  US-baaed  chassis 
and  steering  systems  maker, 
is  expected  to  announce  a 
£4-1  bn  ftSAbn)  agreed  bid  for 
LucasV arity  today.  The  all- 
cash  bid  is  likely  to  value 
the  UK-listed  automotive 
and  aerospace  components 
group  at  about  290p  per 
share. 

The  planned  offer  would 
increase  the  pressure  on 
Federal-Mogul,  the  US  fric- 


tion and  braking  products 
group  whose  280p  condi- 
tional proposal,  worth 
£3.9bn,  was  rebuffed  by 
LocasVarity  on  Monday. 

Federal-Mogul  has  been 
one  of  the  most  aggressive 
protagonists  in  the  accelerat- 
ing consolidation  of  the 
automotive  components 
industry,  but  analysts  said  it 
would  straggle  to  beat  a 290p 
offer  from  TRW. 

Federal-Mogul's  original 
proposal  was  half  cash  and 


half  shares,  but  large  inves- 
tors in  Lucas  Van  ty  have 
made  It  clear  that  they 
would  value  an  all-cash  offer 
more  highly  than  a mixture 
of  cash  and  paper. 

TRW.  based  In  Cleveland, 
is  seen  to  have  greater 
opportunities  for  reaping 
cost  savings  from  a take- 
over. Federal-Mogul  is 
believed  to  be  waiting  to  see 
the  details  of  the  TRW  offer 
before  revising  its  proposal. 

Despite  speculation  about 


interest,  too.  from  KKR,  the 
US  leveraged  buy-out  spe- 
cialist, it  is  thought  that 
LueasVarity  would  be  too 
large  and  too  cyclical  a busi- 
ness for  it  and  that  TRW  is 
the  only  party  with  which 
LueasVarity  is  in  talks. 

LucasVarity's  shares 
slipped  back  2*p  yesterday 
to  283 Vip,  having  risen  from 
214%p  since  the  start  of  the 
week  on  news  of  the 
approach  from  Federal-Mo- 
gul and  the  later  “advanced 


BANKS  SECURITISATION  MOVE  COULD  TRIGGER  PRICE  WAR 

Northern  Rock  considers  bonds 


By  George  Graham  and 

Christopher  Brown-Humes 


Northern  Rock,  the  building 
society  which  converted  to  a 
bank,  is  considering  securi- 
tising some  new  mortgages 
in  a move  that  could  trigger 
a price  war  in  the  UK  home 
loans  market. 

The  bank,  said  it  could 
write  more  loans  and  fund 
them  more  -cheaply  if  it 
packaged  the  debt  sold  It  to 
investors  as  mortgage- 
backed  bonds. 

“We  can  originate  more 
loans  than  we  can  actually 
make  ourselves.  If  it's  off- 
balance  sheet  and  we  can 
make  a few  bob,  then  that 
improves  our  returns,"  said 
Leo  firm,  chief  executive  of 
the  bank,'  which  yesterday 
reported  an  8 per  cent 
Increase  in  1998  pre-tax  prof- 
its to  £202.6m  (S334.3m). 

Securitisation  has  never 
really  taken  off  in  the  UK, 
partly  because  big  building 
societies  and  banks  have 
made  such  big  margins  on 


RESULTS 


mortgages  that  they  had 
little  incentive  to  them 
on  to  other  investors.  New- 
comers that  tried  to  break 
into  the  UK  market  in  the 
1980s,  such  as  National 
Home  Loans,  came  to  grief 
during  the  recession.  But  if 
market  conditions  are  right, 
mortgage-backed  securities 
could  cut  margins  in  the 
home  loans  industry,  as  they 
have  over  the  last  three 
years  in  Australia. 

John-Paul  Crutchley, 
banking  analyst  at  Credit 
Lyonnais  Securities  said: 
“We  are  at  the  cusp  of  a fun- 
damental change  in  the  way 
that  retail  banking  business 
is  conducted.  Northern  Rock 
has  sounded  the  starting 
gun." 

Mr  Finn  said  it  would 
“change  the  face  of  the 
whole  of  UK  lending”  if  the 
market  moved  over  to  secur- 
itising all  home  loans,  but 
this  was  unlikely  to  happen. 
Northern  Rock  had  no  inten- 
tion of  securitising  the 
whole  of  its  mortgage  book. 


However,  new  competitors 
such  as  Egg.  the  direct  bank- 
ing arm  of  Prudential  Corpo- 
ration, and  Standard  Life 
Bank  have  bid  up  Interest 
rates  on  retail  savings  so 
high  that  securitisation  was 
now  a more  attractive  way 
of  financing  its  loans. 

Mr  Finn  said:  “Securitisa- 
tion Is  a cheaper  route  for  us 
than  funding  in  the  retail 
market." 

A typical  mortgage  securi- 
tisation Involves  the  cre- 
ation of  a special  purpose 
company  that  borrows  in  the 
capital  markets  by  selling 
floating  rate  notes.  The  pro- 
ceeds pay  for  the  rights  to 
the  interest  and  principal 
payments  on  a pool  of  mort- 
gages. 

The  special  purpose  com- 
pany could  cover  its  cost  of 
capital  and  funding  on  a 
margin  of  about  0.S5  per 
cent  In  contrast  the  bank, 
which  has  to  set  aside  more 
capital  to  satisfy  regulators, 
would  need  at  least  1.42  per 
cent  UK  mortgage  margins 
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discussions'1  with  an 
unnamed  third  party  known 
to  be  TRW. 

TRWs  share  price  perfor- 
mance has  been  as  pedes- 
trian as  that  of  LueasVarity 
since  the  latter  was  formed, 
in  1996  by  the  merger  of 
Lucas  Industries  and  Varity 
Corporation.  Victor.  Rice, 
chief  executive  of  Lucas  Var- 
ity. has  pointed  to  the  far 
stronger  performance  of  Fed- 
eral-Mogul's shares  as  one 
reason  for  his  failed  attempt 


to  move  his  company  to  the 
US-last  year. 

TRW  and : LueasVarity 
would,  at  current  prices, 
have  a combined  market 
value  of  about  SL4bn.  The 
takeover  would  'achieve 
LucasVarity’s  ambition  of 
developing  integrated  chas- 
sis control  systems.  * 

TRW  is  befog  advised  by 
JF  Morgan,  while  Merrill 
Lynch  is  working  for  Feder- 
al-Mogul. Lazsfrd  Brothers  is 
-advising  LueasVarity. 
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have  been  averaging  more 
than  2 per  cent. 

Mortgage  lenders  have 
already  suffered  pressure  on 
margins  in  the  last  two 
years.  Halifax,  the  UK's  big- 
gest lender,  has  had  to  cut 
its  interest  rates  to  halt  the 
erosion  of  its  market  share. 

Northern  Rock’s  gross 
mortgage  lending  rose  27  per 
cent  to  £3.7bn  last  year.  Flat 
net  lending  of  ELSbn  gave 
the  bank  a 7 per  cent  market 
share,  against  its  3 per  cent 
historical  share.  This 

Stopped  margins  falling  fur- 
ther and  met  targets. 

The  bank  will  next  month 
launch  a product,  Together, 
that  allows  customers  to  bor- 
row more  than  the  value  of 
their  homes  by  combining  a 
mortgage  With  an  unsecured 
loan. 

Northern  Rock's  shares 
fell  5 per  cent  or  30Vip.  to 
497‘/*p  on  fears  that  it  was 
heading  for  a period  of 
slower  growth. 

Lex,  Pape  14 


Dividends  - 

CHresmriing 


Leo  Finn  (foreground)  with  Bob  Bennett,  finance  (firoctorjsft,  and 
Adam  Appiegarth,  executive  director.  Coin  Beere 


The  gap- is  growing  ever  "riigrtnmntlTrw 
wider  between  the  values 
placed  on  smaller  companies  KBH3E 
by  the  market  and  trade  buy*  - 

ere.  Take  the  offer  for  Adw-  — “ 

est,  an  CKit-cf-feshiou  vehicle  *i  

components  maker.  The  US  "1  A — 

bidder  offered  l5Qp  a share,  ^ \ J \ - 

more  than  twice  the  pre-bid 

price  of  73%p.  Other  deals  . ^ jn . 

show  similar  trends:  Inn  L 

Business,  whhfo  has  been  eo — 

approached  by  a rival  pub  ml 

operator,  expects  to  fetch  a -SO — — -U5^— 

70  per  cent  premium.  The  _ »S 

gulf  widened  last  year  when  • . 40  — 

the  market  savagely  marked  J"  1936 
down  smaller  company  smftaoiBmMf 
shares.  As  they  did  so,  aver-  ' . . „ TMP 

age  bid  premiums  rose  - from  38  per  cent  in  1997  to  4<  per  u 
cent  in  the  first  three  quarters  of  1998.  . ” 

One  conclusion  is  that  institutional  investors  are  rightly 
putting  pressure  oh  the  glut  of  smaller  quoted  companies 
either  to  merge  or  go  private.  Falling  interest  rates  helped 
the  publi c-to-private  buy-out  market  to  motor  last  year.  Now 
rock-bottom  prices  are  tickling  up  bids  and  mergers,  mainly 
because  managers  no  longer  see  the  point  in  soldiering  on 
with  undervalued  equity.  The  method  to  the  market  s appar- 
ent madntKK  is  to  encourage  companies  to  get  bigger  or  get 
ottt  and  to  discourager  all  but  fast-growing  smaller  compa- 
nies from  floating.  - 

Merging  accountants 

BDO  Stoy  Hayward,  which  is  . about  to  “merge"  with  the 
ftmahpr  Moores  Rowland,  protests  too  much  that  it  is  operat- 
ing in  a different  market  from  the  Big  Five  accountancy 
firms.  Surely  the  enlarged  group  wlD  be  happy  to  pick  up 
those,  probably  smaller,  clients  that  feel  neglected  by  the 
behemoths.  Fart  of  the  rationale  for  the  deal  is  to  spread 
investment  in  central  systems  over  more  clients.  Whisper  it 
softly,  but  savings  will  also  be  sought  as  the  two  come 
together.  Such  deals,  which  also  help  develop  an  interna- 
tional network,  are  sure  to. continue.  And  the  likes  of  Gran:  V 
Thornton  will  no  doubt  keep  abreast  of  BDO  in  the  consoli-  fr 
elation  stakes.  Meanwhile,  clients  should  welcome  the  fact  * 
that  firms  continue  to  thrive  without  trying  to  sell  expen- 
sive consultancy  services  on  the'  back  of  the  audit.  But 
medium-sized  firms  «m  only  capitalise  on  their  more  tradi- 
tmual  approach  but  keeping  a rigorous  watch  on  standards. 
This  is  why  striking  the  right  balance  between  integration, 
or  heavier  direction  from  the  centre,  and  federation  Is  cru- 
cial to  thfi-ducCess  of  these  deals. 


Mid-sized 
accounting 
merger 
may  spark 
shake-up 

By  JimKeSjr 

BDO  Stoy  Hayward  and 
Moores  Rowland,  two  mid- 
dle-tier accountancy  firms, 
are  to  merge,  creating  the 
biggest  partnership  outside 
the  Big  Five.  The  move 
could  prompt  rapid  consoli- 
dation within  the  overcrow- 
ded segment 

BDO,  with  revenues  of 
£i22m  ($20 lm)  in  1998.  will 
absorb  10  of  the  14  offices  of 
Moores  Rowland,  which  had 
revenues  last  year  of 
£28m. 

The  deal  will  put  the 
enlarged  BDO  Stoy  Hayward 
just  ahead  of  Grant  Thorn- 
ton, which  bad  revenues  of 
£133m. 

BDO  has  232  partners  and 
2.Q0CT  staff  in  35  UK  centres 
while  Moores  Rowland's  10 
offices  win  bring  62  partners 
and  450  staff.  Four  other 
offices  in  Manchester  and 
Scotland  are  not  joining  the 
merger. 

The  deal  could  set  in 
motion  consolidation  to  rival 
that  in  the  Big  Five  market 
“They  were  looking  for  scale 
in  their  market  and  we  are 
looking  for  scale  in  ours," 
said  Adrian  Martin,  manag- 
ing partner  of  BDO. 

Firms  in  the  middle-tier, 
which  contains  op  to  30  part-  j 
nershlps  and  federations, 
have  been  in  danger  of  fall- 
ing behind  the  growth  rates 
of  the  Big  Five,  unless  they 
can  exploit  niche  markets  or 
are  able  to  invest  In  IT 
systems  and  marketing.  ( 

David  McDonnell,  senior 
partner  of  Grant  Thornton.  1 
said:  “We  will  see  the  emer- 
gence of  a small  number  of 
players  with  national'  and 
international  capability.  We 
are  reviewing  our  options  in 
the  context  of  keeping  the 
lead  in  the  sector." 

Clive  Weefces,  managing 
partner' of.  Moores  Rowland, 
which  pulled  out  of  merger 
talks  with  Kidsons  Impey 

last  year,  said:  ‘This  might 

be  the'deal  which  gets  the 
whole  sector  moving.  This 
merger  makes  us  unassail- 
able in  the  south-east" 

ur  think  the  day  of  the 
middle-tier  .firm  is  gone, 
unless  they  can  structure 
themselves  nationally,"  said 
the  senior  partner  of  one. 

Mr  Martin  said  BDO  was 
focused  on  providing  tradi- 
tional accounting  and  audit- 
ing services  and  business 
advice  within  the  context  of 
a long-term  relationship 
with  clients  - not  on  a trans- 
action basis. 

It  is  understood  the  deal 
announced  yesterday 
involved  no  payments  for 
goodwill. 

Consolidation  of  offices 
will 'leave  several  outstand- 
ing leases  and  the  liabilities 
will  be  taken  up  by  the 
merged  firm 


Simon  & Schuster  chief  in 
frame  for  top  job  at  Reed 


, By  John  Capper, 

Media  Editor 

Jonathan  Newcomb, 
chairman  and  chief  execu- 
tive of  the  book  publishing 
group  Simon  & Schuster,  .has 
emerged  as  a leading  candi- 
date to  become  Chief  execu- 
tive of  Reed  Elsevier,  the 
Anglo-Dutch  publishing 
group. 

Mr  Newcomb,  who  lost 
half  his  operations  when 
Pearson,  the  publisher  of  the 
Financial  Times,  bought  the 
educational  and  specialist 
publishing  arms  of  Simon  & 
Schuster  last  year,  is  on  a 
shortlist  of  candidates  for 
the  post 

He  was  Identified  by  Spen- 


cer Stuart,  the  headhunting 
firm,  after  Reed  Elsevier 
launched-its  search  last  year 
to  find  a sole  chief  executive 
rather  than  sharing  power 
between  its  Dutch  and  UK 

. management. 

Analysts  believe  Andrew 
Land,  who  will  shortly  step 
down  as  chairman  of  Hage- 
meyer,  the  Dutch  trading 
company;  is  another  candi- 
date for  the  job.  However, 
Reed  Elsevier  has  indicated 
that  it  could  well  opt  for  a 
US  executive. 

Reed  Elsevier  is  not 
thought'  to  have  made  a 
choice  yet,  but  people  close 
to  the  selection  process  said 
Mr  Newcomb  had  been  an 
obvious  possibility,  . . 


“He  .would  be  the  first 
name  that  comes  to  mind  in 
the  US  publishing  world," 
said  one. 

Shares  in  Reed  Interna- 
tional and  Elsevier,  the  two 
holding  companies,  rose 
sharply  on  speculation  that 
they  were  dose  to  announc- 
ing the  choice.  Reed  Elsevier 
has  said  it  wants  to  make  an 
announcement  In  the  first 
quarter. 

The  search,  conducted  by 
a committee  of  six  Reed 
Elsevier  non-executives 
chaired  by  David  Webster, 
started  last  August,  when  it 
announced  that  Nigel  Staple- 
ton  and  Herman  Bruggink, 
co-chairmen,  both  intended 
to  step  aside. 


UK  network  for  Colonial 


By  Christopher  Brown-Humes 

Colonial  of  Australia  is  to 
become  the  first  'financial 
services  provider  to  launch  a 
franchise  network  across  the 
UK.  It  aims  to  have  about 
100  franchises  operating  next 
year  - many  from  high 
street  sites  - with  most  of  its 
direct  sales  staff  and 
appointed  representatives 
converting  fo  the  new 
arrangement. 

Jackie  Bamford,'  head  of 


LEGAL  NOTICES 


Ml  A P HADDOCK 


legal  services  at  Colonial 
UK,  said:  “We  believe  this 
will  change- the  way  finan- 
cial services  are  sold  in  the 
UK." 

The  group  aims  to  build  on 
the  success  of  the  franchise 
concept  it  pioneered  in  Aus- 
tralia in  1994.  Five  UK  pilots 
projects  have  since  shown 
productivity  can  be 
Increased  by  up  to  20  per 
cent.  . 

Colonial  believes  fran- 
chisees are  better  motivated 


because  they  gain  equity 
stakes  in  their  own  busi- 
nesses. The  group  said  it 
would  benefit  from  lower 
costs,  increased  customer 
satisfaction  and  higher  prof- 
its. 

The  franchisee  will  pay  for 
premises,  training  and  local 
marketing  costs,  but  will 
receive  higher  commission 
rates  than  previously. 

The  Australian  group  said 
it  was  still  keen  to  make 
acquisitions  in  the  UK 
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Situations 
not  vacant 


LarnNa  IBRD-  I7*d 

'•  * ' IEB.Nfl.7Wl? 

1.  The  Cowmmeni  of  ibc  Islamic  Republic  of  Pakistan  has  received  B 
loan  of  230  Million  USS  from  ibe  International  Bank  for 
Reconstruction  and  Development  in  various  currencies  to  improve 

tberefiabOityor  PowerSectot  A port  of  this  loan  <25  Million  USSi 
will  be  used  for  die  rehabilitation  of  Dwribntroo  System  and  it  U 
intended  that  pan  of  the  proceed*  or  the  ban  will  be  applied  10 
cMgihte  payments  under  (be  Contract  Set  the  supply  of  DutritHn,^ 
Transformer*. 

2.  The  Water  and  Power  Development  Authority  (Wapdai  now 
myiKa  unfed  bids  from  eligible  Bidden  Dorn  member  countries  of 
the  Wodd  Bank  as  explained  in  section  IX  of  Tender  Document.,  for 
the  supply  of  Distribution  Transformers  as  per  WaPDa 

' Spccificmkos  as  follows: 

. •.  50 i£VA Transformers  1000  Nos. 

100  KVA  Transformer  1500  Ncn. 

200  KVA  Transformer  1500  Nos. 

3'  Bidfe  “7  otato  *=  buidint  documents  ami 

tnnher  mformatun  upon  written  request  Own  ibe  office  of  the; 

' Cidef&iglnetr  IRehobiliitmo,,  & Uu  Reducr,^ 

Projnr  Dim**  WAPDA.  410  Hkpdo  Lahore  Pakismn 
Tel:  No.  (9242)  92  02)53.  Fat  No.  (92 42)  SQfC/J? 

Telai-  44!m  WAPDA  PAK 
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Engineer  Rehabilitation  & Energy  Loss  Keduoionv  Pr^![ 
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I & Schuster  chief  it 
for  top  jol)  at  Reed 
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GROWING  BUSINESS  SCHRODER  VENTURES 

Rainmaker 
with  a feel 

for  a deal 


The  partners  chose  the 
man  with  ‘superb’ 
team-building  skills, 
writes  Katharine 
Campbell 


£ ' IPS  When  Peter  Smitham 
\ rjyj  outgoing  UK  managing 
» " JC  partner  of  Schroder  Ven- 

tures, interviews  potential 
recruits,  he  invariably  sets  the 
same  test. 

He  sketches  five  prospective 
investments,  and  asks  the  candi- 
date to  pick  one.  Unsettled  by 
being  disallowed  the  first  choice 
- “I'm  sorry,  that's  gone"  - the 
new  hopeful  is  invited  to  opt  for 
another.  Mr  Smitham  then  plays 
managing  director,  while  the  can- 
didate quizes  him  to  decide 
whether  to  invest. 

Ten  years  ago,  Damon  Buffini 
was  in  the  hotseat.  “He  got  the 
highest  score  of  anyone  1 have 
ever  interviewed."  says  Mr 
Smitham. 

In  the  past  decade.  Mr  Buffini 
has  proved  his  feel  for  a deal  was 
grounded  in  more  than  theory, 
and,  at  the  relatively  tender  age 
fc>f  36,  has  emerged  as  the  nest 
VUK  managing  partner.  “It's  not 
■ easy."  acknowledges  Mr  Smi- 
' tham.  who  stays  on  as  chairman 
of  Schroder  Ventures  Europe. 
“There  are  plenty  of  people  with 
big  aspirations.  But  when  it  came 
to  the  vote,  all  the  partners  said 
give  it  to  Damon." 

Many  UK  private  equity  houses 
set  up  in  the  early  1980s  now  face 
succession  issues.  At  Electra 
Fleming  - which  manages  Elec- 
tra Investment  Trust,  the  subject 
of  an  approach  from  3i,  the  ven- 
ture capital  company  - decisions 
have  arguably  been  delayed  too 
long.  “People  who  change  with  a 
sense  of  urgency  tend  to  get  it 
wrong,"  notes  Mr  Smitham. 

A striking  contrast  in  the  per- 
sonalities of  recent  managing 
partners  highlights  the  Arm’s 
recent  evolution.  Jon  Moulton, 

, who  left  in  1994  - for  Apax  and 
i if  then  to  Ills  own  boutique 
.te  Alchemy  - had  cultivated  the 
*,V.  image  of  hard-nosed  deal-getter. 


Meanwhile  Mr  Smitham,  an  elo- 
quent spokesman,  but  softer 
around  the  edges,  repositioned 
the  firm,  raising  the  Industry’s 
first  $ibn  pan-European  fund, 
and  holding  forth  on  his  “favour- 
ite subject",  the  restructuring  of 
European  industry. 

Today  it  is  Mr  Buffini's  team- 
building skills  that  have  secured 
him  the  top  Job.  Nick  Ferguson, 
chairman  of  Schroder  Ventures, 
says:  “He  is  a superb  organiser  erf1 
team  effort  You  can’t  do  deals  of 
the  size  and  complexity  we  do 
with  one  brilliant  guy  any  more". 

Other  younger  partners,  notar 
bly  Charles  Sherwood,  have 
enjoyed  a higher  profile.  Mr  Buf- 
fini, by  contrast,  is  utterly  unas- 
suming and  not  yet  a natural 
spokesman.  But  within  the  deal- 
doing community,  he  commands 
huge  respect  “He  is  an  excellent 
rainmaker."  says  David  Law, 
director  of  Warburg  Dillon  Bead. 
“He  has  tremendous  drive  and 
energy,  and  is  a natural  leader.” 

In  the  past  18  months,  Schroder 
Ventures  has  completed  transac- 
tions totalling  £1.44bn  ($2J37bn), 
more  than  in  the  previous  three 
years  combined.  Mr  Buffini  has 


Damon  Bufflnh  facing  a tricky  economic  environment 


Systems,  a DM840m  buy-out  from 
Siemens,  the  German  conglomer- 
ate. Unusually  for  Schroders. 
which  often  negotiates  exclu- 
sively with  vendors.  It  partici- 
pated in  a huge  auction  staged  by 
J.P.  Morgan,  which  resulted  in 
much  teeth-sucking  from  the 
competition  at  the  price  it  paid. 
“People  thought  we  were  crazy  " 


played  a pivotal  role  in  most  of  Mr  Smitham  cheerfully  admits. 


the  deals. 

He  marked  down  Sirona  Dental 

GLOBAL  STRUCTURES 


“We  took  a gamble.  If  you  kept 
the  US  loss-making  business,  yes 


Buy-out  border  crossings 


Schroder  Ventures  is  raising  a 
US  fund  of  $250nv$4Q0m  l£,151m- 
£241m),  unites  Katharine  Camp- 
bell. The  move  underscores  how 
buy-out  firms  are  increasingly 
attempting  to  build  not  just 
regional  but  global  structures.  . 

American  buyout  houses  have 
trained  their  sights  on  Europe, 
while  some  European  firms  are 
eyeing  the  mature  and  highly 
competitive  US  marketplace. 

Nick  Ferguson,  the  chairman 
of  Schroder  Ventures,  says  the 
move  is  driven  by  the  interna- 
tional nature  of  most  of  today’s 
deals.  “TO  go  and  challenge 
domestic  players  head-on  doesn’t 
make  a lot  of  sense  to  me.  But 


what  we  do  need  is  a link  into 
our  non-tife  science  technology 
businesses  and  Into  the  whole 
buy-out  area.” 

Unlike  most  European  private 
equity  operators,  the  firm  has 
long  experience  of  the  North 
American  market  Indeed,  its 
first  fund  was  a US  life  sciences 
vehicle,  raised  in  1983.  Three 
years  later  a buy-out  business 
was  set  up  in  Montreal. 

Andy  Gaspar,  a 20-year  vet- 
eran of  the  private  equity  indus- 
try, has  joined  to  run  the  New 
York  operation-  Mr  Gaspar  had 
been  a technology  partner  at 
Warburg  Pincus,  before  moving 
to  his  own  firm,  Lauder  Gaspar. 


GROWING  BUSINESS  MACHINE  TOOLS  TURNAROUND 

Back  from  the  dead 
with  Swiss  precision 


Peter  Marsh  explains  the  remarkable  change  in 
fortunes  at  machinery  maker  Tomos-Bechler 


it  was  incredibly  expensive.  But 
we  took  the  view  we  could  close 
it  gracefully.”  Within  six  months 
the  US  operation  had  been 
restructured  and  sold. 

He  has  also  been  closely  associ- 
ated with  many  other  banner 
deals  including  Leica  Microsys- 
tems and  Courted]  ds  Packaging. 

A management  consultant  with 
a law  degree  and  a Harvard 
MBA  Mr  Buffini  has  a very  dif- 
ferent background  from  Mr  Smi- 
fham,  a former  industrialist.  But 
he  will  stick  to  the  strategy  of 
seeking  improvement  in  operat- 
ing performance  rather  than 
effecting  financial  engineering. 

He  faces  a tricky  economic 
environment  as  competition  for 
deals  increases  with  the  arrival 
of  the  US  buy-out  houses.  He  will 
also  have  to  handle  the  internal 
transition,  and  the  possible 
departure  of  partners  who  missed 
out  In  an  unconnected  move,  the 
firm  is  already  losing  Diana 
Noble,  36,  a partner  since  1969. 

New  pressures  will  emerge 
next  year.  Schroders  will  return 
to  the  fundraising  circuit  for 
Europe,  according  to  Mr  Smi- 
tham, in  search  of  a bigger  pot  - 
the  current  rate  of  investment 
suggests  a figure  of  around 
$L5bn.  But  Mr  Buffini  will  be  out 
to  prove  he  was  the  right  - if 
brave  - choice  for  the  job. 


WOtL “Renouveau  Tamos" 
MyVsounds  like  a dish  on  the 
hr  Jc  menu  of  a swish  new 
French  restaurant  In  fact,  it  was 
the  tag  applied  to  an  ambitious 
programme  to  revitalise  a 109- 
year-old  Swiss  machinery  com- 
pany that  lost  its  way  in  the 
1990s  and  was  facing  extinction. 

Tomos-Bechler  is  one  of  the 
world's  biggest  makers  of  high- 
precision  lathes  for  a range  of 
industries.  Including  watch  mak- 
ing, electronics  and  cars. 

Its  renaissance  since  1995  - a 
simple  case  of  the  diligent  appli- 
cation of  modem  business  princi- 
ples to  a long-established  com- 
pany - impressed  Doughty 
Hanson,  the  secretive  London- 
based  venture  capitalist,  which 
this  month  bought  it  for  an 
undisclosed  sum.  A float  is 
planned,  probably  in  Zurich,  dur- 
ing the  next  few  years. 

The  architect  of  the  changes  is 
Anton  Menth,  a Swiss  manager 
from  outside  the  machine  tool 
industry  who  was  brought  in  as 
chief  executive  in  1995  by  a con- 
sortium of  Swiss  banks.  At  that 
time,  the  banks  were  owed 
SFr70m  (£30m)  - and  there 
seemed  little  chance  of  them  see- 
ing much  of  their  money  back. 

The  head  of  a rival  German 
machine  tool  company  thinks  Mr 
Menth  did  a good  job.  “It  [Tor- 
nos]  had  a great  tradition.  But 
when  he  came  in,  1 felt  unsure 
that  it  would  survive.” 

Tonus's  strengths  included  a 
workforce  skilled  in  precision 


engineering,  whose  machines  had 
been  used  for  decades  to  fashion 
tiny  parts  made  by  Switzerland’s 
watch  industry,  but  whose  previ- 
ous management  had  failed  to 
introduce  new  ideas,  particularly 
in  electronic  control. 

The  slide  w’as  not  stopped 
when,  in  the  late  1980s,  the  com- 
pany passed  into  the  hands  or  a 
private  German  investment 
group,  controlled  by  the  Rosen- 
berger  brothers,  who  had  a range 
of  other  machinery  Interests.  The 
slump  in  demand  for  machine 
tools  early  in  the  1990s.  linked  to 
the  world  recession,  compounded 

The  renewal  plan 
turned  the  company 
upside  down 


Tornos's  difficulties. 

In  1994,  Tomos  made  a lass  of 
about  SFrl3m  on  sales  of 
SFrl35m  - turnover  having 
dropped  to  roughly  half  com- 
pared with  the  late  1980s.  in 
March  1995,  the  banks,  including 
Credit  Suisse  and  UBS.  asked  Mr 
Menth  to  take  over  from  a previ- 
ous top  job  at  Oerlikan-BQhrle, 
the  Swiss  defence  group.  Mr 
Menth  put  in  place  his  “renewal” 
plan  - and  turned  the  company 
upside  down. 

By  the  end  or  1997  it  was  produ- 
cing an  annual  gross  profit  of 
SFr7m  on  sales  of  SFr2l3m.  and 


last  year  profits  were  estimated 
to  "be  more  than  SFr9m  on  sales 
of  SFrJ83m. 

The  programme  has  been  based 
on  changing  manufacturing  pro- 
cesses to  reduce  stocks,  and  con- 
centrating production  on  one  site 
at  Tornos’s  headquarters  in  Mou- 
Mer.  rather  than  the  three  plants 
it  had  previously.  In  the  early 
1990s  it  took  nine  months  to 
build  a machine,  now  it  is  just 
six  weeks.  This  transformation 
has  released  more  than  SFrSOm 
in  capital  - SFr20m  of  which  has 
been  invested  in  new  plant  and 
research  and  development,  with 
the  rest  repaid  to  the  banks. 

The  extra  R&D  uash  has  led  to 
a series  of  new  machines.  Last 
year  two-thirds  of  Tornos's  reve- 
nues came  from  products  created 
in  tbe  previous  three  years. 

The  new  machines  use  soft- 
ware and  control  systems  to  do 
wbat  would  have  been  achieved 
in  the  past  by  mechanical  engi- 
neering parts  such  as  cams. 

Tornos's  managers,  the  Rosen- 
bergers  and  tbe  bonk  creditors 
started  talking  to  Doughty  last 
year  about  a recapitalisation  of 
the  company  based  on  the  UK 
company  injecting  equity  and 
paying  off  the  banks. 

Eventually  Doughty  took  a 
stake  of  about  9u  per  cent,  the 
rest  being  held  by  managers 
including  Mr  Menth. 

When  Doughty  will  consider 
floating  tbe  company  depends  on 
whether  Tomos  - which  is  in  a 
notoriously  cyclical  industry  and 
has  still  to  prove  it  can  ride  out 
the  sector’s  next  downturn  - can 
keep  up  the  recent  momentum. 


Cutting  edge:  Anton  Menth  with  one  of  Tornos-Bechler's  hfgh-precfalon  tatties 
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TECHNOLOGY  WORTH  WATCHING 


Electrolux  steamed  up  over  ovens 


Seven  thousand  years 
after  the  Chinese  first  used 
steam  to  cook  food, 
Electrolux,  the  Swedish 
domestic  appliances 
company,  wants  to  seduce 
the  public  with  the 
advantages  of  cooking  by 
this  apparently  antiquated 
method,  writes  Sathnam 
Sanghera. 

In  September,  Electron  ux 
will  launch  its  first  steam 
oven  for  the  European 
mass  market 

Professional  chefs  have 
been  extolling  the  benefits 
of  steam  ovens  for 
decades.  In  particular, 
steam  used  in  the  first 
seven  to  eight  minutes  of 
cooking  lets  pastries  rise 
higher,  producing  bigger 
muffins  and  fluffier 
croissants. 

In  the  past,  the  high  cost 
of  steam  ovens  has 
prevented  the  technology 
spreading  into  the 


MIT  develops 
tiny  chip  implant 
t for  drug  delivery 

Scientists  at  MfT  are 
' developing  a tiny  chip  that 
can  be  implanted  under  the 
skin  and  made  to  deliver 
precise  amounts  of 
chemicals  at  specific  times. 
Potential  applications  could 
include  diagnostic  tests,  the 
delivery  of  complex  drugs  or 
leweltety  that  delivers  scents 
according  to  an  individual  s 

changing  mood. 

The  prototype  chip  has  34 
minute  reservoirs  buift  in. 
Each  reservoir  can  store 
about  25  nanolitres 
•thousand  millionth  of  a litre) 
0t  chemicals  that  are 
rC!e3sed  by  applying  a small 

electrical  voltage to 
,-aver  - a thin  gold  cap - to 

a!Ssohe.  The  result  is  That 

I j single  microchip  device  . 

according  to  3 P|jJJ^tence 
today's  Nature,  the  science 

prototype  has 
wires  connected  tne 
reservoirs'  circuitry  to  an 
nxSmal  power  source.  But 
the  research;**  be|ieve  rt  ® 


domestic  kitchen.  By 
creating  models  that  will 
cost  only  about  ($150) 
more  than  conventional 
ovens,  Electrolux  believes 
I it  can  overcome  this 
problem. 

The  increasing  demand 
for  healthier  food  could 
give  tire  new  ovens  a 
considerable  market  The 
high  temperatures  involved 
in  conventional  cooking 
often  result  In  food  losing 
many  of  Its  inherent 
vitamins  and  minerals.  But 
cooking  with  steam  allows 
many  of  these  nutrients  to 
be  retained. 

Broccoli,  for  example, 
keeeps  67  per  cent  more 
vitamin  C if  it  is  steamed 
rather  than  boiled,  while 
cabbage  retains  an  extra 
129  per  cent  vitamin  C 
when  steam  cooked. 

Due  to  the  humkfity  of 
the  steam  oven,  the  food 
also  retains  more  of  its 


natural  flavours,  colour 
and  smalL 

Electrolux's  initial  model, 
called  Creation  Soft 
Cooking,  will  effectively  be 
one  of  their  conventional 
hot  air  ovens  with  a steam 
cooking  function  added  on 
to  It  The  steam  can  be 
used  alone  or  combined 
with  normal  methods. 

The  oven  has  an 
integrated  container  on  the 
front  panel  into  which 
water  is  poured.  It  flows 
through  a tube  to  a steam 
generator  in  the  base  of 
the  oven  cavity-  When 
steam  cooking  is  selected, 
a valve  in  the  oven  closes 
the  normal  ventilation 
system,  and  the  food  is 
cooked  tv  the  incoming 
steam. 

There  are  already  plans 
to  expand  steam  cooking 
facilities  into  free-standing 
cookers  by  the  end  of  the 
year. 


BRIEF 


possible  to  make  a 
self-contained  device  with  a 
battery  that  could  be 
pre-programmed,  triggered 
by  remote  control  or 
activated  by  a biosensor  on 
the  chip.  The  device  could 
be  as  small  as  2mm  long, 
making  It  Implantable. 

Massachusetts  Institute  of 
Technology:  US,  tel 
Gi 72585402 ; e-mail 

ttiomsomdmft.edu 

Smoking  switch 

Why  do  some  people  find  it 
so  hard  to  give  up  smoking? 
The  answer  may  lie  in  their 
genes,  according  to  two 
studies  published  in  the 
American  Psychological 
Association  journal,  Health 
Psychology. 

Researchers  found  that 
people  canying  a particular 
version  of  the  dopamine 
transporter  gene  are  less^ 
likely  to  start  smoking  before 

the  age  of  16  and  are  more 

likely  to  be  able  to  stop 
smoking  if  they  start. 

Another  group  of 
researchers  found  that  this 
version  of  the  dopamine 
transporter  gene  was 
associated  with  pereonaMy 
l traits  that  influence  people  s 
! apjlity  to  start  and  stop 

smoking-  The  msmn^ers  . 


from  the  National  Cancer 
Institute  and  elsewhere 
found  that  people  with  this 
version  of  the  gene  had 
lower  “novelty  seeking  traits" 
than  others.  Since  novelty 
seeking  has  been  associated 
with  a desire  to  smoke,  the 
researchers  say  that  “a  low 

level  of  novelty  seeking 
could  be  a predictor  of 
smoking  cessation". 

Amerkxn  Psychological 
Society:  US.  tel  2023365707; 
wvmJspa.org/lournals/ 

heaJjtml 

Super  sidecar 

A motorcycle  sidecar  that 
can  carry  water,  serve  as  a 
stretcher  for  hospital 
patients  or  even  help  pump 
water  is  being  developed  in 
the  UK,  writes  David  Spark. 
The  prototype  is  being 
tested  in  a vfflage  in 
Zimbabwe. 

The  basic  unit  has  a winch 
on  the  front,  a tow  bar,  a 

power  generator  and  spaca 

for  fuel  cans.  On  this  base 
can  be  bolted  a stretcher,  a 
dispensing  unit,  a 
I refrigerator  or  a mobile 
! library.  A 200cc  motorcycle 
with  the  sidecar  and  a trailer 
can  cany  two  people.  The 
sidecar,  devised  by  the 
Borrfianwoccf-bMed,  


Mass-market  steam: 
a consumer  first 

“Using  steam  to  cook 
food  in  a home  oven  is  not 
a new  idea,  but  Electrolux 
is  the  firat  manufacturer  to 
provide  ordinary 
consumers  an  affordable 
choice  in  achieving  all  the 
benefits  that  come  from 
steam  cooking,”  says 
Ake  Safbeck, 

Electrolux  brand 
manager. 


Ranger  Company,  is  being 
tested  by  Riders  for  Health, 
a charity  that  runs  a 
motorcycle  training  and 
maintenance  organisation  for 
Zimbabwe's  health  minister. 

Ranger  Company:  UK,  tel 
0181  9533404. 

Pain  container 

The  pain  associated  with 
cancer  that  has  spread  to 
the  bones  may  be  helped  by 
an  electrical 

nerve-stimulation  technique 
i that  is  loosely  based  on 
Chinese  acupuncture. 

Researchers  at  the 
University  of  Texas 
Southwestern  Medical 
Center  at  Dallas  have 
developed  a technique 
called  percutaneous 
electrical  nerve  stimulation, 
which  involves  the  insertion 
of  aciipunctu re-like  needles 
into  the  soft  tissue 
surrounding  bone.  When 
used  in  association  with 
other  pain-management 
techniques,  several  patients 

found  it  reduced  pain  that 
had  proved  unresponsive  to 
drugs  such  as  morphine. 

Southwestern  Medical 
Center  US.  tel  2146483404; 
http:irerwabJSwrrMi.Bdul 

Vanessa  Houfder_  ... 


Usinor  plans  new  organisation 
from  July  1, 1999 


The  . Board  of  Directors  of  Usinor  were 
informed  at  a meeting  held  on  January 
26,  1999,  chaired  by  Francis  Mer,  of  a 
plan  to  reorganise  the  Group.  The 
purpose  of  this  reorganisation,  which  is 
scheduled  to  be  implemented  on  July  1, 
1999,  is  to  accentuate  further  the 
quality  of  relations  to  clients,  to  improve 
the  competitiveness  and  reactivity  of 
the  operational  units  and  to  substan- 
tially reduce  the  cost  of  administration 
functions  as  well  as  production  support 
functions  of  the  headquarters  and 
production  facilities.  It  takes  into  consi- 
deration The  scope  of  consolidation 
underway,  both  as  a result  of  the  plann- 
ed sale  of  the  specialty  steels  activities 
and  the  upcoming  integration  of 
Cockerill  Sambre. 

The  organisation  chart  will  consist  of 
a condensed  management  structure. 
This  will  be  seen  by  the  creation  of  units 
corresponding  to  identified  products 
and  services.  These  are  conducted 
by  managers  responsible  for  turnover, 
results,  market  share,  productivity, 
quality,  service  and  returns  on  capital 
employed. 

On  January  26,  7999,  the  Chairman, 
Francis  Mer,  appointed  -five  Senior 
Executive  Vice-Presidents:  Guy  Doli6, 
Jean-Ciaude  Georges-fran^ois,  Robert 
Hudry,  Edmond  Padiura,  Bernard  Rogy. 
The  Executive  Committee  which  will 
become  operational  on  July  1,  1999  will 


be  composed  of:  Francis  Mer,  Chairman; 
Guy  Do II 6,  JearvClaude  Georges- Francois, 
Robert  Hudry,  Senior  Executive  Vice- 
Presidents;  Gilles  Biau,  Jacques  Chabanier, 
Christophe  Cornier,  Jean-Yves  Grlet, 
Pierre  Meyers,  Bernard  Serin. 

The  implementation  of  the  new  orga- 
nisation would  be  accompanied  by  legal 
operations  Involving  the  creation  of 
several  companies  out  of  Sollac,  better 
adapted  to  the  development  objectives 
of  the  flat  carbon  steel  activities. 

The  Board  was  informed  of  the  impact 
on  the  accounts  of  the  improvement 
operations  concerning  the  costs  of  the 
administrative  and  support  functions  in 
the  plants  and  head  offices.  The  results  of 
the  Group  for  the  1998  financial  period, 
which  will  be  published  on  March  11, 
1999  will  take  into  consideration  provi- 
sions for  an  amount  of  approximately 
FRF  1,200  million  corresponding  to  the 
projected  reorganisation  estimated  social 
costs  and  supplementary  depreciation 
of  assets. 

Dividend 

The  Board  of  Directors  has  discussed 
the  amount  of  the  dividend  pursuant 
to  the  1998  financial  period  to  be 
proposed  at  the  next  board  meeting 
on  March  10,  1999.  It  should  be  in  line 
with  that  of  previous  fiscal  years  (FRF  3 
net  per  share  for  1996  and  FRF  3.30 
net  per  share  for  1997). 


Tomorrow’s  steels  have  a name 
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EURO  PRICES 


EQUITIES 


Meltdown  fears  wane  on  Asian  strength 


EURO  SPOT  FORWARD  AGAINST  INF  EURO 
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By  Bertrand  Benoit 

Most  European  equity 
markets  closed  higher  after 
a good  overnight  showing  by 
Asian  bourses  assuaged 
fears  that  the  Latin  Ameri- 
can crisis  could  prompt  a 
global  currency  meltdown. 

Despite  a record  $54 lm 
Sight  from  Brazil  on  Tues- 
day. the  net  dollar  outflow 

FFSEEbloclOO 

Index 


from  the  country,  standing 
at  $8 Jhn  this  month  against 
$5.2bn  in  December,  was 
lower  than  expected. 

Meanwhile,  a batch  of 
good  company  results, 
‘ underpinned  by  high  liquid* 
Ity  and  low  bond  yields, 
turned  last  week’s  correction 
into  an  opportunity  for 
bargain-hunters. 

Some  analysts,  however, 
believed  the  macro-economic 
picture  in  Europe  could 


darken  as  the  impact  of  the 
Latin  American  crisis  g'nbif 
into  the  region's  real  econ- 
omy and  dents  European 
export  prospects. 

“Europe  is  a good  con- 
sumer story  but  a weak 
manufacturing  one  with  fall- 
ing export  trends,”  said  the 
European  equity  team  at 
JJP.  Morgan, 

There  was  little  optimism 
in  Germany  yesterday  when 
the  government  said  export 


growth  had  slowed  last  year 
and  that  the  economy  should 
grow  by  2 per  cent'  in  1999. 
against  18  per  cent  in  1998. 

Unemployment  data  in 
France,  due  on  Friday,  are 
also  expected  to  showa  dete- 
rioration. 

All  this  Is  likely  to  affect 
earittogs  although  the  extent 
to  which,  markets  are  pricing 
In  the  bad  news  remains 
undear. 

“Earnings  will  not  be  Hall* 
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FTSE  Actuaries  Share  Indices 
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tag  off  the  cliff,"  said  Peter 
Sullivan,  European  equity 
strategist  at  Goldman  Sachs. 
“They  will  be  below  .market 
consensus  but  not  too  Ear  off 
what  investors  expect" 

The  FTSE  Eurotop  300 
index  gained  3.57  to  1,191  J2, 
while  the  FTSE  Eurotop  100 
Index  rose  5.52  to  ~2.729.19. 
The  FTSE  Ebloc  100  index 
gained  450  to  1,000-93. 

British  Telecom  lost  30. 
cents  to  €1&23  after  ABN- 
Amro  advised  a switch  to 
Vodafone,  up'  40  cents  to 
€11  SO. 

Danone  rose  €18.60  to 

C22&50  after  reporting  good 
profit  figures,  recovering 
some  of  the  losses  it 
incurred  last  week  when 
Nestlfi  unsettled  the  sector 
with  a bleak  forecast  for 
sales.  Nestle  lost  * €33 .50  to 
€1^97.06. 

UK  retailers  rose  on  a 
surge  of  confidence  in  the 
UK  economy.  Boots  gained 
40  cents  to  €1206. 
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If  you  need  to  know  what’s  moving 
UK,  European  and  Asian  markets, 
you  need  AFX  NEWS,  the  real-time 
English  language  newswires  that  give 
the  latest  international  financial  and 
corporate  news.  With  the  resources  of 
owners  and  partners,  FINANCIAL 
TIMES  INFORMATION  and 
Agence  France-Presse  to  drawon, 
you  know  AFX  NEWS  will  always  be 
relevant,  reliable  and  right  And  it's 
available  to  you  on-line  through  all 
major  market  data  platforms. 


deliverable  across  your  intranet, 
extranet  or  other  network  to  your 
PC,  NC  or  workstation  through 
Windows,  browsers  and  proprietary 
applications.  AFX  NEWS  has 
reporters  across  Europe  and  Asia 
and  in  other  key  markets  feeding  over 
1500  news  stories  a day  direct  to  your 
system.  So,  for  independent  and 
succinct  reporting  on  economic, 
corporate  and  market  news,  contact 
AFX  NEWS  direct  or  your  local 
vendor  today.  ' 
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BUSINESS  AND  THE  EURO 


British  excitement  followed  by  a shrug  of  indifference 


The  UK  business  community’s  response  to  the  euro  has  been 
considerably  more  muted  than  europhiles  might  have  hoped  for. 
Kevin  Brown  and  Chris  Tighe  report  on  why  British  business 
ts  still  reluctant  to  take  the  single  currency  plunge 


Britain's  business 
community  watched  the 
launch  of  the  euro  with  as 
much  anxiety  as  anyone  in 
continental  Europe.  Even, 
those  who  oppose  UK  partici- 
pation acknowledged  that  a 
botched  start  would  have 
disastrous  consequences  for 
the  whole  Union. 

But  those  who  thought  the 
use  of  the  single  currency 
would  sweep*  rapidly 
through  the  UK  economy 
J have  beep  disappointed.  In 
• the  28  days  since  it  became 
legal  currency  in  n EU 
, states,  there  has  been  little 
movement  outside  the  finan- 
cial sector. 

The  absence  of  a flood  of 
corporate  announcements 
about  the  euro  does  not 
mean  that  British  business 
has  gone  off  the  idea,  espe- 
cially since  surveys  continue 
to  suggest  that  a majority  of 
business  people  back  UK 
membership  in  principle 
(though  this  is  vigorously 
contested  by  sceptics). 

“I  think  we  can  expect  to 
see  some  movement  to  the 
euro  by  British  companies. 


but  the  fact  that  it  ha»  not 
happened  in  the  first  few 
weeks  is  not  really  signifi- 
cant. It  really  is  too  early  to 
say  exactly  what  is  happen- 
ing," says  Douglas  (Sodden, 
head  of  economic  policy  at 
the  Confederation  of  British 
Industry. 

Some  companies,  such  as 
I Cl,  British  Petroleum;  GKN, 
Rover  and  the  British  arm  of 
Siemens,  have  made  clear 
that  they  want  their  suppli- 
ers to  invoice  them  in  euros. 
And  a handful  of  companies 
and  organisations  have 
begun  to  integrate  the  euro 
into  their  UK  operations  in  a 
more  fundamental  way. 

ICI  has  moved  a major 
subsidiary  (albeit  Dutch- 
based)  over  to  internal 
accounting  in  euros,  and  the 
Surrey-based  European  Syn- 
thetic Rubber  Association 
will  next  month  become  «nt» 
of  the  first  employers  to 
start  paying  euro  salaries. 

At  least  one  takeover  of  a 
UK  company  has  been  com- 
pleted in  euros:  Packard  Bio- 
Science  of  the  US  acquired 
AEA  Technology’s  instru- 


mentation division  earlier 
this  month  far  €9-8m  (£7m). 

Richard  Fleetwood,  who 
led  the  corporate  finance 
team  at  Addleshaw  Booth, 
the  UK  law  firm  that  advised 
Packard,  said  it  was  cheaper 
for  Packard  to  fond  the 
acquisition  through  a euro 
loan  by  Harwell  Instru- 
ments, Its  English  subsid- 
iary, thaw  through  dollar  or 
sterling  borrowing  by  the 
parent  company. 

However,  there  have  been 
many  fewer  euro-related 
developments  than 
In  particular,  enthusiasts 
have  been  astonished  by  the 
lack  of  interest  in  doing 
business  in  the  euro  among 
customers  and  suppliers  in 
continental  Europe. 

In  the  days  between 
Christmas  and  New  Year. 
Colin  Scarsi,  managing 
director  of  Green  Tyre,  an 
environmentally  friendly 
tyre  producer,  slogged  away 
in  his  office  to  produce  a 
euro  price  list  for  all  his  con- 
tinental markets. 

Mr  Scarsi,  a well  known 
Teesslde  businessmen. 


wanted  to  be  quick  off  the 
mark  with  euro  trading.  He 
believed  it  would  help  him 
overcome  some  of  the  cur- 
rency fluctuations  that  are 
such  a headache  for  export- 
ers. 

As  the  euro  went  live,  he 
was  ready  for  action,  with  a 
euro  price  list,  a euro- 
friendly  computer  system 
and  a euro  bank  account, 
opened  at  the  Newcastle 
branch  of  the  Rank  of  Scot- 
land. Four  weeks  later,  be  is 
still  waiting  for  something  to 
happen.  Not  one  cent  has 


passed  into  the  euro 
account.  “All  I’ve  got  is 
probably  more  bank 
charges,"  he  says  ruefully. 
Just  last  week,  a German 
supplier  sent  him  a quote  - 
in  D-Marks.  “I  said:  ’Surely  it 
should  be  in  euros.’  They 
said:  ‘You  know  the  calcula- 
tion, just  convert  if 
“Tm  bloody  disappointed," 
said  Mr  Scarsi,  whose  com- 
pany last  year  exported  40 
per  cent  of  its  near  £2m 
sales.  "We  put  a lot  of  effort 
into  it  We’ve  done  all  this 
preparation.  Tm  surprised  at 


how  little  action  there’s 
been.  We’ve  been  under- 
whelmed by  the  change  - 
there’s  been  no  change  for 
us  whatsoever,  it’s  been 
quite  staggering.” 

He  adds:  "We  were  all  hap- 
pily geared  up  for  it,  but 
there’s  been  no  use  for  the 
facilities  we’ve  invested  in. 
and  no  great  use  for  a euro 
price  list" 

Green  Tyre,  which  claims 
to  be  the  world’s  largest  pro- 
ducer of  puncture-proof 
tyres  for  bicycles  and  wheel- 
chairs, exports  its  recyclable 


polyurethane  tyres  to  28 
countries  worldwide.  In 
Shanghai.  Green  Tyre  is 
building  a plant,  under  a 
joint-venture  deal,  to  pro- 
duce a million  tyres  a year 
for  the  Chinese  market 

Mr  Scarsi  wonders 
whether  the  slow  take-off  for 
the  euro  in  the  UK  may  be 
partly  due  to  the  legal 
requirement  that  prices 
must  be  converted  to  six  dec- 
imal places  - a rule  that 
leads  to  un wieldly  calcula- 
tions. 

However,  other  business 
people  suggest  there  are 
more  fundamental  problems. 
One  is  that  managers  who 
are  focused  on  preparing  for 
the  millennium  may  not 
have  given  sufficient  atten- 
tion to  systems  changes 
needed  to  use  the  euro  as 
anything  more  than  another 
foreign  currency. 

Another  Is  the  reluctance 
to  switch  to  the  use  of  the 
euro  for  budgeting  and  inter- 
nal accounting,  let  alone  for 
full  published  accounts,  in 
the  middle  of  a financial 
year.  ICI,  for  example.  Is  con- 
sidering producing  a euro 
supplement  to  its  accounts, 
but  only  for  1999-2000,  the 
first  fUll  year  in  which  it  will 
have  been  doing  business  in 
the  new  currency. 

Some  business  people 


think  there  is  also  a problem 
of  critical  mass:  most  busi- 
ness sectors  will  make  the 
transition  only  after  a couple 
of  major  players  have 
decided  to  shift,  taking  their 
customers  and  suppliers 
with  them,  they  say. 

Overlaying  all  of  this  is 
the  natural  tendency  of 
many  managements  to  want 
to  wait  and  see  how  the  new 
currency  performs  in  prac- 
tice before  committing  their 
companies  to  changes  that 
might  be  difficult  to  reverse. 

Philippa  Foster  Back,  pres- 
ident of  the  UK’s  Association 
of  Corporate  Treasurers, 
says  companies  are  turning 
to  euros  in  the  wholesale 
market  for  their  treasury 
operations,  in  part  at  the 
instigation  of  their  bankers. 

Most  are  continuing  to  use 
sterling  or  European  legacy 
currencies  for  budgeting, 
management  accounting  and 
dealing  with  suppliers,  she 
says.  But  that  win  change 
over  the  next  couple  of  years 
as  the  single  currency 
becomes  more  familiar. 

"I  would  be  surprised  if  we 
see  many  companies  report- 
ing in  euros  instead  of  ster- 
ling, but  I think  tbere  will  be 
more  beginning  to  use  the 
single  currency  for  internal 
accounting  and  dealing  with 
their  foreign  subsidiaries." 


CASE  STUDY  HONEYWELL  EUROPE 

yWhen  transparency  leads  to  added  value 


By  Peter  Marsh 

While  it  is  not  difficult  to 
find  continental  Industrial- 
ists keen  on  the  euro.  Wil- 
liam Hjerpe.  president  of  the 
European  operations  of 
Honeywell,  the  US  controls 
and  building  products  com- 
pany. ranks  among  the  most 
enthusiastic. 

Mr  Hjerpe,  an  American 
who  has  been  in  charge  of 
Honeywell's  $2J2bn  (£l3bn)  a 
year  sales  in  Europe  for  the 
past  two  years,  and  whose 
previous  job  was  chief  finan- 
cial officer  of  the  company, 
reckons  the  euro  has  the 
potential  to  transform  bow 
his  organisation  sells  prod- 
ucts and  services  across  the 
/continent.  Behind  this  lies 
an  analysis  of  how  Hon- 
eywell and  similar  compa- 
nies add  value  to  the  compo- 


nents and  services  they  buy 
from  businesses  lower  down 
the  supply  chain. 

Mr  Hjerpe  estimates  that 
the  price-transparency  effect 
of  the  euro  - by  which  com- 
parison of  commodity  item 
prices  should  be  made  much 
easier  as  companies  switch 
into  euro  pricing  over  the 
next  few  years  - should  save 
Honeywell  considerable 
sums  in  its  supply  hilL 

However,  its  ability  to  add 
value  to  its  purchases 
through  manufacturing, 
engineering  and  product 
design  skills,  in  many  cases 
aimed  at  selling  highly  cus- 
tomised products  to  meet 
specific  needs,  should  pre- 
vent the  company  suffering 
from  the  same  transparency 
effect  in  its  own  selling 
operations.  As  a result,  it 
should  be  able  tO  maintain 


premium  prices  for  its  prod- 
ucts, keeping  margins  rea- 
sonably high. 

Mr  Hjerpe  believes  the 
impact  of  the  euro  on  Hon- 
eywell’s suppliers  should, 
from  2000,  lead  to  savings  of 
some  $30m  a year,  on  an 
annnal  supply  bill  in  Europe 
of  about  $900m.  These 
savings  of  nearly  3 per  cent 
should  come  on  top  of  the  5 
per  cent  a year  reduction  in 
supply  prices  that  Honeywell 
is  seeking  anyway  as  a 
result  of  production  efficien- 
cies and  new  purchasing 
strategies  - through  combin- 
ing the  purchasing 
operations  of  several  Hone- 
ywell plants  or  operating 
units,  for  instance.  Accord- 
ing to  Mr  Hjerpe’s  thinking, 
these  savings  should  pass 
through  almost  completely 
to  the  company’s  bottom 


line,  provided  it  can  con- 
tinue to  introduce  innova- 
tive ideas  that  competitors 
find  hard  to  emulate  when  it 
comes  to  famkiing  customers’ 
problems. 

It  could  turn  out,  of 
course,  that  Honeywell’s 
European  chief  Is  Indulging 
in  wishful  thinking.  It  could 
he  argued  that  Honeywell  - 
which  is  seTUng  into  a mar- 
ket for  industrial  and  domes- 
tic controls  bursting  with 
powerful  competitors 
(including  Siebe  of  the  UK. 
Emerson  and  General  Elec- 
tric of  the  US,  Germany's 
Siemens  and  the  Swiss-Swed- 
ish  ABB)  - is  no  more 
immune  than  anyone  else  to 
the  deflationary  trends 
affecting  much  of  manufac- 
turing. However  there  is 
some  logic  behind  Mr 
Hjerpe’s  argument  that 


those  companies  better  able 
to  offer  specific  solutions  to 
customer  problems,  or  hav- 
ing some  special  technology 
or  service  skill,  will  do  bet- 
ter from  the  euro  than  less 
agile  competitors. 

In  the  case  of  Honeywell’s 
European  division  - which 
also  takes  in  its  the  compa- 
ny's activities  in  the  Middle 
East  and  Africa  - Mr  Hjerpe 
says  only  one  third  of  its 
revenues  come  from  stan- 
dard products  such  as  boiler 
thermostats  or  lighting  con- 
trols. The  rest  comes  from 
areas  where  Honeywell’s 
ability  to  line  np  its  own 
resources  to  customer  needs 
is  highly  important.  These 
fields  include  specially  con- 
figured products,  to  help 
operate  particular  industrial 
processes  for  instance,  or 
service  and  maintenance 
contracts. 

"In  the  old  days,  service 
[Unctions,  including  what 
amounts  to  consultancy 
work  in  advising  customers 
how  best  to  organise  or  tune 


specific  [industrial]  pro- 
cesses. were  the  tail  on  our 
core  manufacturing  business 
- now  they  are  central," 
says  Mr  Hjeipe. 

The  accent  on  service- 
based  activities,  which  in 
general  command  higher 
prices  than  commodity  prod- 
ucts, is  evident  from  the 
split  in  the  job  functions  of 
Honeywell’s  13,000  European 
workers,  of  whom  8,500  are 
in  sales  and  service  and  the 
rest  in  manufacturing  and 
engineering. 

As  for  other  savings  that 
should  arise  from  the  euro. 
Mr  Hjerpe,  who  is  based  in 
Brussels,  thinks  the  new  cur- 
rency should  cut  about  $6m 
a year  from  the  European 
operation’s  overhead  costs. 
This  would  come,  for 
instance,  from  a lower  need 
for  financial  hedging  when 
dealing  with  the  11  curren- 
cies that  make  up  the  euro- 
zone - which  previously 
could  move  against  each 
other,  albeit  by  small  mar- 
gins — anri  through  savings 


WBSam  fflarpe:  *We  want 
to  be  thought  of  as  a company 
committed  to  the  idea  of 
European  integration1 

in  banks’  currency  conver- 
sion charges. 

Extra  efficiencies  should 
arise  from  a big  change  in 
the  structure  of  Honeywell’s 
activities  in  Europe, 
unveiled  on  January  1,  the 
day  the  euro  was  introduced. 
Under  these  changes,  its 
sales  and  services  are  being 
organised  around  three  set 
areas  of  business.  This  is 
opposed  to  the  previous  sys- 


tem under  which  regional 
Honeywell  bosses  were 
responsible  for  selling  a wide 
range  of  goods  and  services 
into  one  specific  part  of  the 
continent.  Under  tbe  new 
set-up,  the  three  business 
units  - industrial  products 
and  services,  and  separate 
“product"  and  "service"  divi- 
sions for  home  and  building 
controls  - will  sell  across 
Europe,  regardless  or  previ- 
ous regional  boundaries. 

The  change,  which  will 
bring  Honeywell's  European 
operations  more  in  line  with 
those  in  the  US  - Hone- 
ywell’s most  important  mar- 
ket - should  enable  the  com- 
pany to  move  closer  to 
customers  and  find  out  more 
about  their  needs,  says  Mr 
Hjerpe. 

"We  want  to  be  thought  of 
[in  Europe]  less  as  a US  mul- 
tinational and  more  as  a 
company  based  in  Europe, 
which  is  committed  to  the 
idea  of  European  integration 
that  the  advent  of  the  euro 
has  made  more  feasible." 
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TOTAL  Reports  1998  Results 
Confirmed  Performance  in  a Weak  Environment 

Net  Income  excluding  non-recurring  items:  6.9  Billion  Francs 
or  1.05  Billion  Euros  (-9%  compared  to  1997) 


TOTAL’S  Board  of  Directors,  chaired  by  CEO  Thierry  Desmarest,  met  on  January 
26,  1999,  to  review  the  Group's  estimated  1998  results. 

The  1998  environment  was  marked  by  a 34%  fail  in  the  average  Brent  price  to 
$12.7/b  in  1998  from  $19.1 /b  in  1997.  European  refining  margins  rose  by  8%  to 
$16.9/ton  in  1998  from  SI 5. 6/ ton  in  1997.  The  dollar  exchange  rate  was 
relatively  stable  at  5.90  French  francs  (FrF)  in  1998  versus  5.84  FrP  in  1997. 

Sales  decreased  by  16.8%  versus  1997  to  159BFcF  (24.24  B Euros).  Excluding  the 
impact  for  the  1997  TOPNA-UDS  merger,  sales  declined  by  12.1%.  Operating 
income  from  the  business  segments  before  non-recurring  items  decreased  by 
8.2%  versus  1997  to  123'  BFrf  (1.91  B Euros).  Reported  1998  net  income  (Group 
share)  was  5.8  BFrF(0.88B  Euros).  Excluding  non-recurring  items,  1998  net 
income  was  6.9*BFrF  (1.05  B Euros),  a decrease  of  93%  as  compared  to  1997. 
Earnings  per  share  in  1998,  excluding  non-recurring  items,  fell  by  9.4%  versus 
1997  to  28.1  FrP  (4.28  Euros),  calculated  based  on  a folly-diluted  weighted 
average  of 245.7  million  shares  outstanding. 


mlltwofFrandiftMo—d 


Results 

19M  Eataac 

1997 

Change  98(e)  tv  $7 

Kif 

M 

■Fif 

BO 

159 

24.24 

191.1 

29.13 

-17% 

Operating  income 

Xn  inexxoe 

123' 

1.91 

ISJ 

208 

ex 

(Group  Share) 

6S 

I.OS 

7.6 

/.Jo 

■8% 

Earning!  per  iturr 
(Erato.  Euros) 

2ft.  1 

428 

SID 

4.73 

-9% 

Earning!  per  ADR 
rS/ADRE 

iSff 

2.66 

-103. 

WWKIilHwj  tf&TSl 


• Exrtudinz  noa-m  umny  item  in  1 998  operating  mromr:  \rt  rhoigr  far  nrgatnr  rmentay  r/prl  l-l.5BFrEt  FAS 
12 / (-0.6  Spiff. 

Excluding  nahrernning  item  in  1998  Mi  rammer  AW  rtorgrfer  negater  inventory  efjert  t-l.fBfrfi  EAS  121 
(4.4  BhfX  gams  tm  sain  ef  assets  ( *O.SBPif X 
1 Based  on  tkr overage urbanf?  rate  of  3.90ftf/S  « 1998  tad  5.84  frf/S  in  1997. 

Different  trends  for  the  business  segments 

Operating  income  excluding  non-recurring  items  was  12.5  BFrF  (1.91  B Euros)  in 
1998  compared  to  13.6  BFrF  (2.08  B Euros)  in  1997.  Environmental  factors,  such 
as  oil  prices,  refining  margins  and  exchange  rates,  had  a combined  negative 
impact  of  4.1  BFrF  (0.62  B Euros)  which  was  partially  offset  by  positive  growth 
and  productivity  efforts  amounting  to  1.7  BFrF  (0.62  B Euros).  Other  items, 
particularly  the  improved  UK  marketing  margins  and  the  lag  effect  on  natural  gas 
prices,  bad  a positive  impact  on  operating  income  of  1.0  BFrF  (0.15  B Euros). 
Also,  thanks  to  a very  good  level  of  exploration  success,  exploration  expenses  fell 
by  03  BFYF  (45  million  Euros). 
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Continued  growth  for  Upstream 

Upstream  production  rose  by  4.4%  to  838  mboe/d  in  1998  from  803  mboe  d in 

1997  despite  asset  sales  during  the  year  that  had  a negative  impact  of  10  mboe/  d 
on  1998  production.  Middle  East  production  increased  by  2.9%  to  31 7 mboe/  d in 

1998  from  308  mboe/d  in  1997,  while  production  outside  the  Middle  East  rose  bv 
5.3%  to  521  mboe/d  in  1998  from  495  mboe/d  in  1997.  Proved  reserves 
continued  to  grow,  rising  to  5.083  million  boc  in  1998  versus  4,833  million  boe  in 
1997(+5.2%).  The  proved  reserves  are  comprised  of  60%  liquids  and  40%  gas  and 
represent  16.6  years  of  1998  production. 

Strong  improvement  for  Downstream  operating  income 

Refinery  throughput  rose  by  3.8%  to  854  mb/d  in  1998  from  823  mb/d  in  1997 
(excluding TQPNA).  Refined  product  sales  increased  by  5.3%  to  1.401  mb/d  in 
1998.  Approximately  40%  of  tbe  sharp  increase  in  Downstream  operating  income 
came  from  TOTAL’S  internal  efforts  (reducing  the  refinery  break-even  point, 
expanding  operations,  improving  European  marketing,  and  controlling 
investments)  with  the  balance  due  to  the  market  environment  (improved  margins). 

Growth  for  Chemicals 

Chemical  sales  rose  by  9.0%  to  31.1  BFrF  (4.74  B Euros)  in  1998  from  28.5  BFrF 
(4.35  B Euros)  in  1997.  Operating  income  increased  by  7.6%  to  23  8FrF  (0.3S  B 
Euros)  in  1998  from  23  BFrF  (035  B Euros)  in  1997  due  to  productivity  efforts 
and  to  both  internal  and  external  growth. 

Ext lading  ntm-nrurring  items  in  1998  operating  mromr 
Maintaining  a high  level  of  investments 

In  1998.  gross  investment  for  the  segments  was  21.4  BFrF  (33  B Euros)  compared 
to  20  BFrF  (3.05  B Euros)  in  1997,  excluding  the  transactions  related  to  the 
TOPNA-UDS  merger.  The  1998  investments  are  split  66%  Upstream.  20% 
Downstream  and  14%  Chemicals.  Reported  cash  flow  was  16.9  BFrF  (2.58  B 
Euros)  in  1998  versus  16.7  BFrF  (235  B Euros),  reported  in  1997. 

Divestments  based  on  sales  price  were  3.6  BFrF  (035  B Euros)  in  1998  as 
compared  to  23  BFrf1  (034  B Euros)  in  1997. 

The  number  of  repurchased  shares  on  hand  at  year-end  1998  was  6.5raillion. 

The  net  debt-to-equity  ratio  at  year-end  1998  rose  to  approximately  35%  versus 
26.8%  the  year  before. 

Excluding  non-recurring  items,  return  on  equity  was  approximately  1 1%  in  1998 
compared  to  12.7%  in  1997. 

The  outlook  and  targets  for  growth  and  profitability  for  the  nets*  TOTAL  FINA 
Group  will  be  presented  in  detail  when  TOTAL’S  final  results  are  released. 
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THURSDAY  JANUARY 


INTERNATIONAL  CAPITAL  MARKETS 


Liffe  plans 

euro-zone 

contract 


By  Edward  Luce 
and  Bertrand  Benoit 


The  London  International 
Financial  Futures  and 
Options  Exchange  is  to 
launch  a derivative  based  on 
the  euro-zone  Index  compiled 
by  Morgan  Stanley  Capital 
International,  a leading  pro- 
vider of  benchmarks  for 
global  equity  markets. 

The  move  suggests  the 
London-based  derivatives 
market  is  no  longer  confi- 
dent its  FTSErbased  Eurotop 
contracts  will  become  the 
leading  benchmark  for  the 
euro-zone.  There  will  be 
three  competing  euro-zone 
benchmark  contracts  listed 
on  European  derivatives 
exchanges, 

The  “battle  of  the  Indices" 
is  a key  element  in  the  tus- 
sle between  Liffe  and  its  two 
continental  competitors, 
Eurex  and  Matif.  to  become 
the  euro-zone’s  leading 
derivatives  exchange.  Vol- 
umes on  the  emerging  pan- 
European  stock  market 
should  dwarf  combined  vol- 
umes on  the  separate 
national  stock  exchanges. 

Most  European  investors 
are  expected  to  track  stock 
exchange  movements  using 
a benchmark  index  and  to 
hedge  their  equity  exposure 
through  listed  derivatives 
contracts.. 

Liffe  said  the  largest  US 
fund  managers  had  made  it 
clear  they  preferred  the 
MS  Cl  as  a benchmark  over 
the  Eurotop  100  and  Eurotop 
300  futures,  based  on  indices 
from  FTSE  International,  a 
business  50  per  cent  owned 
by  the  Financial  Times. 

The  MSCI  was  also 
favoured  over  the  Dow  Jones 
Stoxx  50  contracts  listed  on 
Eurex  and  the  Matif. 
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Officials  pointed  to  a 
recent  Merrill  Lynch/Galiup 
survey  of  Europe's  leading 
Investors  that  showed  that 
58  per  cent  of  fund  managers 
were  tracking  the  MS  Cl’s 
euro-zone  benchmark, 
against  just  12  per  cent  for 
FTSE  International  and  5 
per  cent  for  Dow  Jones. 

However,  fund  managers 
said  the  battle  was  far  from 
over.  Unlike  US  investors, 
most  continental  European 
investors  are  stOl  unaccus- 
tomed to  using  benchmarks 
for  equity  investments. 

“It  is  very  early  days  to 
say  who  is  going  to  win  this 
one,"  said  Bryan' Allworthy, 
equity  analyst  at  Merrill 
Lynch.  “FTSE  must  be  in 
with  a chance,  and  you  have 
to  remember  that  we  polled 
only  continental  fund  man- 
agers. If  we  had  surveyed 
the  UK,  you  would  probably 
get  more  weight  on  FTSE." 

Liffe  has  been  worried  by 
the  persistence  of  low  trad- 
ing volumes  on  its  two  Euro- 
top derivatives  contracts, 
which  have  been  comfort- 
ably outstripped  by  volumes 
on  the  Stoxx  50  futures  listed 
in  Paris  and  Frankfurt. 

The  problem  has  been- 
compounded  by  the  fact  the 
Eurotop  contracts  are  traded 
on  its  “open  outcry"  floor 
trading  system  and  will  only 
switch  to  Liffe's  new  screen- 
based  trading  platform  in 
May.  In  contrast.  Stoxx  50 
has  always  been  traded  on 
electronic  platforms. 

Both  Eurotop  100  and  300 
include  a large  number  of 
UK  companies  while  the 
Stoxx  and  MSCI  indices  are 
confined  to  companies  based 
in  the  euro-zone.  However. 
Liffe  is  planning  to  list 
FTSE's  Ell  index,  which 
excludes  UK  companies. 
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Brazilian  move  lifts  prices 


BENCHMARK  BONDS 


By  Arkady  Ostrovsky  In  London 
and  John  Labate  hi  New  York 


Bond  prices  regained  some 
ground  yesterday,  after 
spending  most  of  the  day  in 
negative  territory,  as  inves- 
tors switched  into  equities 
encouraged  by  signs  of  stabi- 
lisation in  Brazil 
Brazil  pushed  up  its  inter- 
est rate  by  300  basis  points 
to  bait  the  outflow  of  capitaL 
The  IMF-backed  move  was 
welcomed  by  both  equity 
and  bond  markets  in  Brazil 
“Raising  interest  rates  is  a 
very  positive  development  It 
is  the  only  way  to  stabilise 
the  exchange  rate.”  said 


Arturo  Forzecanaki  at  ING 
Baring  in  New  York. 

Dollar-denominated  Latin 
American  Brady  bonds  wore 
also  encouraged  by  news 
that  capital  outflows  from 
Brazil  could  have  been  less 
dramatic  than  feared.  Bra- 
zil’s C bonds  were  yesterday 
trading  in  a range  of  5L12> 
to  51.75,  up  more  than  50 
basis  points  on  the  day. 

However,  the  rise  in  inter- 
est rates  threatens  to  swell 
the  budget  and  raises  fresh 
concern  about  Brazil's  abil- 
ity to  service  Its  domestic 
debt  “The  logic  Is  you  have 
to  get  interest  rates  up  in 
order  to  get  them  dawn 
again,"  said  Richard  Gray  at 
Bank  of  America. 


European  bond  markets, 
closed  slightly  higher, 
propped  up  by  a fresh  warn- 
ing from  the  German  govern- 
ment about  an  economic 
slowdown. 

In  its  annual  economic 
report,  the  German  govern- 
ment suggested  the  Euro- 
pean Central  Bank  should 
consider  cutting  interest 
rates  further.  The  bench- 
mark Germany  bund  future 
closed  0.06  higher  at  170.73. 

UK  gilts  closed  slightly 
lower,  on  fears  that  the 
Bank  of  England  might  be 
reluctant  to  cut  interest 
rates  at  its  MFC  meeting 
next  week.  The  March  10- 
year  gilt  future  closed  at 
120.11,  down  0.10. 


US  Treasuries  had  fallen 
in  a tight  trading  range  by 
early  afternoon.  The  bench- 
mark 30-year  bond  was  down 
A to  101  jj,  sending  the  yield 
up  to  5J48  per  cent 
Among  shorter-term  issues 
the  two-year  note  was 
unchanged  at  100,  yielding 
4.623  per  cent,  while  the  10- 
year  note  lost  4 to  1004. 
yielding  4.705  per  cent 
“People  are  feeling  very 
comfortable  with  where 
we’re  pricing  the  long  bond," 
said  Dennis  Hynes,  chief 
investment  strategist  at 
B.W.  PresspridL 
"In  purely  economic  terms 
there's  nothing  for  people  to 
-change  their  views  about  the 
bond  market,"  he  said. 


IDB  set  to  reopen  dollar  sector 


HEWISSJES 

By  Khozem  Merchant 


New  international  bond  issues 


The  Inter  America  n- 
Development  Bank  will 
reopen  the  dollar  issuance 
market  today  after  a lull 
while  it  sought  “re-dire c- 
tion”,  as  one  banker  said. 

The  pause  in  dollar  issu- 
ance followed  a disappoint- 
ing response  to  a Jibn 
add-on  bond  by  Italy  more 
than  a week  ago.  The  Italian 
paper  was  priced  to  yield  49 
basis  points  over  the  rele- 
vant Treasury  at  launch  but 
was  a casualty  of  “bad  tim- 
ing”, said  one  banker.  Yes- 
terday the  bond  was  quoted 
at  53  basis  points  over. 

The  IDB's  five-year  flbn 
bond  will  be  priced  today  at 
an  indicated  level  of  58  basis 
points  over  the  five-year  US 
Treasury. 

It  will  be  the  bank’s  first 
draw-down  of  a $9bn  borrow- 
ing programme  for  this  year. 
The  IDB’s  last  issue  was  in 
November.  That  10-year  Slbn 
issue  is  now  trading  slightly 
tighter  than  at  launch  at  62 
basis  points  over  the  rele- 
vant US  Treasury. 
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Hna)  tamo,  norvcsHaWe  unless  stated.  Yield  spread  (over  relevant  government  bond)  at  launch  suppied  by  leal  manager. 
♦Orflsted.  SConvartfcfe.  t Floating-rate  note.  fSomkamsd  capon.  ft  fixed  re-otfer  price;  fees  shown  at  re-offer  teveL  a) 
S-mth  Ubor  flat,  b)  Priced  today  around  S8bp  over  Treasuries.  4 Hgh  means  Principal  preservation  Paid  Hokfings.  Seated 
on  loon  portfofio  guaranteed  by  Ambac  Assurance  Cop.  el)  1-mth  Libor  short  1st  and  short  East,  d]  3-mtti  Ubor 

+6ttbp;  long  last.  0)  Spread  relates  to  German  govt  bonds.  I)  FrngUe  with  $4Q0m.  Plus  77  days  accrued,  g)  Each  FFr2614 
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ING  High  Income  Princi- 
pal Preservation  Fond,  a 
special  purpose  vehicle, 
issued  a $500m  collateralised 
loan  obligation,  bond, 
secured  by  the  cash-flow 
from  a portfolio  of  loans 
originating  in  the  US,  Can- 


BOND  FUTURES  AND  OPTIONS 

France 

■ mmuL  am  bond  futures  butt)  €100,000 


ada  and  Europe.  The  guaran- 
tor was  Ambac.  a triple  A 
rated  Insurer  in  the  US 
whose  status  confers  a simi- 
lar, rating  on  the  issue. 

Typically,  the  guarantor 
charges  a premium  to  meet 
the  full  liability  in  case  the 


US  CORPORATE  BONDS 


loans  default.  ING  Capital 
Advisors,  which  selected  the 
loan  portfolio,  effectively 
removes  the  loans  from  its 
balance  sheets.  The  three- 
year  floating  rate  note  was 
priced  at  one-month  Libor 
phis  40  basis  points. 


news  digest ••• 

SINGAPORE  BONDJSSUES 

GE  Capital  raises  S$300m 
in  pioneering  foreign  deal 

r «*cierttav  claimed 

GE  Capital,  the  corporate  capital  mat- 

to  have  made  the  move  to Uo*s 

ket  issue  fn  Singapore,  ^jfEend  issuance  by  for- 
the  relaxation  last  year  of  ^ regulations  as 

etgn  groups.  1^jESrTSboSnwW  **  strengthen 
part  of  efforts  todevetopi®  market, 

endeavours  to  create  a deep  corporate  Treasury 

Jeffrey  Werner,  senior  vtoe-P^^DitaJ^d  the  issue, 
and  global  funding  exercise  m Hong 

which  came  three  months  , ^L_mrtment  to  developing 
Kong,  underlined  the  group  s commitment  to 

active  capital  markets  in  Asia.  of  3 75  P»  cent,  or 

Vm  S^-year  not*!  t**^**™^. 
about  75  basts  points  owr  placed  V0^*' 

ment  securities.  Two-thirds  the 

day;  the  remainder  will  be  placed Jf  reckons 

next  few  days.  Deutsche 

more  foreign  corporates  will  follow  GE  Capital  s mao. 
Louise  Lucas,  Hong  Kong 

ASSET-BACKED  SECURITISATIONS 


Credia  launches  Y30bn  offering 

Credia,  a medium-sized  7S£3h  S* 

become  the  first  listed  Japanese  oompanyto  ^n^ 

asset-backed  securitisation  backed  by 

receivables.  Gredta’s  Y3Qbn  secured  med'um-twmno* 

programme  was  arranged  by  ING  Barings, 

finance  group.  The  yen-denominated  tawnabc 

which  is  listed  in  Luxembourg,  was  rated  AAA  by  Japan 

°The  Sft^s^faS'launch  is  significant  ^ecause^hos 

led  to  the  clarification  of  certain 

laws.  Legal  cross-overs  between  such 

code  had  hindered  securitisation  of  this  type  of  consumer 

loans  in  the  past  Naoko  Nakamae,  Tokyo 


FUTURES  EXCHANGES 


Cantor  seeks  Treasury  contract 

The  Cantor  Exchange,  the  all-electronic  futures  exchange 
launched  last  year  in  the  US  by  Cantor  Fitzgerald  and 
New  York  Board  of  Trade  but  which  had  a lacklustre  siarr. 
is  seeking  to  trade  US  Treasury  futures  with  differing  cou- 
pons, In  response  to  changing  market  conditions.  It  said  i 
had  formally  filed  with  the  Commodity  Futures  Trading 
Commission  for  a “flexible  coupon"  Treasury  contract  ana. 
if  approved,  would  list  a 6 per  cent  coupon  in  addition  to 
the  current  8 per  cent  Cantor  denied  the  move  was  an 
effort  to  reinvigorate  trading,  saying  it  was  responding  to 
customer  requirements.  Nikki  Tafi.  Chicago 
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Brazilian  Real  takes  another  tumble 


foreign 


MARKETSRffORT 

By  Horian  Gfmbel 


tfCUftlTlSAV.QNS 

ttanches  Y30bn 


Brazil's  battered  currency 
took  another  blow  on 
Wednesday  as  an  interest 
rate  increase  by  the  central 
bank  failed  to  convince  ner- 
vous currency  traders. 

The  Brazilian  Real  slipped 
towards  a new  low,  trading 
down  to  RSl-90  versus  the 
dollar,  some  three  per  cent 
down  on  Tuesday. 

The  downward  lurch  came 
despite  an  increase  in  the 
overnight  market  interest 
rate  from  32.5  to  35.5  per 
cent. 

4 ; Ray  At  trill,  of  the  eco- 
£yhomic  consultancy  4Cast  in 
^London,  said  the  markets 
■ appeared  to  be  doubting  the 
ability  of  the  Brazilian  gov- 
ernment to  see  through  Its 
stated  commitment  to 
reform.  Brazil  lost  a bigger 
than  expected  net  $54  lm 
through  its  foreign  exchange 
markets  on  Tuesday,  owing 
to  huge  dollar  outflows. 


“If  Brazil  continues  to 
bleed  at  this  rate,  reserves 
could  very  soon  run  dry," 
said  Mr  Attrill.  He  added 
that  the  central  bank  was 
caught  in  a terrible  dilemma. 
“If  it  intervenes,  it  will  only 
invite  Anther  speculation.  If 
it  doesn’t,  it  will  be  charged 
with  neglect." 

The  government  has 
scored  several  key  reform 
victories  in  recent  days. 

Lawmakers  have  approved 
controversial  and  painful 
measures  included  in  a 
sweeping  fiscal  austerity 
plan  agreed  with  the  Inter- 
nationa] Monetary  Fund. 

The  Brazilian  senate 
signed  off  on  a civil  service 
pension  reform  bill  on  Tues- 
day, and  the  Chamber  of 
Deputies  gave  the  nod  to  a 
bill  that  would  increase  a 
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deeply  unpopular  financial 
transactions  tax.  All  of 
which  has  been  part  of  the 
government's  plan  to  save  or 
raise  R$28bn  this  year. 

This  cost  cutting  drive, 
however,  has  put  the  federal 
government  at  odds  with  the 
cash-strapped  state  govern- 
ments. Rumours  circulated 
yesterday  that  the  city  of 
Paulo  Was  HgmnrwHng  a 
restructuring  of  its  R$llbn 
debt  owed  to  the  federal  gov- 
ernment 

"Ironically,  regional  oppo- 
sition has  helped  galvanise 
politicians  on  the  federal 
level.-  This  has  made  it  easier 
for  the  government  to  shove 
fiscal  reform  down  Con- 
gress's throat.”  said  Mr 
Attrffl. 

But  strategists  also 
pointed  to  the  reassuring 
resilience  of  US  stock  prices 
as  evidence  that  the  Brazil- 
ian crisis  had  yet  to  have  a 
major  impact  elsewhere. 

"As  tiwiw  passes  and  the 
Brazilian  crisis  doesn’t 
spread  to  the  US  asset  mar- 
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ket,  underpins  >hg  dol- 
lar," said  Kit  Juckes  of  Nat- 
West  For  its  part,  the  US 
currency  ended  London  trad- 
ing hours  slightly  stronger 
against  the  euro  at  $1,150, 
from  £1.157  on  Tuesday. 

■ Sterling  shrugged  off 
depressed  data  showing  a 
Anther  deterioration  in  the 
UK’s  trade  deficit  with  the 
Test  of  the  world. 


The  deficit  yawned  wider 
In  November,  swelling  from 
£1.6bn  to  £2-2bn.  In  the  year 
to  December,  the  deficit  with 
countries  outside  the  Euro- 
pean Union  jumped  to  a 
record  £15.7bn. 

The  pound  actually 
against  the  Euro,  edging  up 
to  three  week  highs  before 
settling  at  £0.696.  from  £0.697 
previously.  In  part,  it  was 
helped  by  the  dollar's 
renewed  strength.  But  some 
strategists  argued  the  worst 
may  be  over  for  UK  export- 
ers struggling  with  more 
competitively  priced  rivals 
in  European  markets  at 
least 

“The  deterioration  in  the 
trade  balance  last  year  was 
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pretty  much  outside 
Europe."  said  Kit  Juckes. 
strategist  at  NatWest 

“What  the  figures  tell  you 
is  that  the  UK  was  having  a 
bad  time  along  with  every* 
one  else  exporting  to  Asia. 
The  UK  is  having  no  worse  a 
time  exporting  to  continen- 
tal Europe  than  it  is  import- 
ing.” 

Mr  Juckes  suggested  there 
was  no  longer  much  of  a 
case  for  arguing  the  pound 
was  over-valued  against  the 
euro. 

■ Norway  yesterday  cut  its 
key  overnight  lending  rate 
from  10  to  9.5  per  cent,  fol- 
lowing a recovery  in  value  of 
the  krone  and  signals  that 
the  domestic  economy  was 
poised  to  slow.  But  the  Nor- 
wegian currency  did  not 
weaken  as  a result.  Instead, 
it  rose  from  NKrS.611  to 
NKr8.5?6  versus  the  euro. 
The  cut  surprised  econo- 
mists, who  had  expected  the 
central  bank  to  wait  for  fur- 
ther evidence  of  a slowdown. 
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COMMODITIES  & AGRICULTURE 


Oil  prices  firm  despite  rise  in  US  stocks 


jMHERIBOT 

By  Robert  Connie,  Gdilan 
O'Connor  and  Paul  Solman 

Oil  prices  firmed  yesterday 
in  spite  of  bearish  data  from 
the  US.  where  weekly  fig- 
ures from  the  American 
Petroleum  Institute  and  the 
federal  government  showed 
another  rise  in  crude  stocks. 
Brent  Blend  for  March 


delivery  was  quoted  at  $10.81 
a barrel  in  late  trading1  on 
London's  International 
.Petroleum  Exchange,  up  17 
cents  on  Tuesday's  close. 

The  -API  reported  a 5.4m 
barrel  rise  in  US  crude 
inventories,  while  the  gov- 
ernment's Energy  Informa- 
tion Administration  put  the 
increase  at  3.1m  barrels. 
Both  reported  a drop  in  gaso- 
line and  distillate  stocks,  a 


development  that  gave  the 
markets  some  support. 

Traders  continued  to 
shrug  off  the  increasingly 
strident  rhetoric  from  the 
Gulf,  where  Iraq  blamed 
Saudi  Arabia  for  causing  last 
year’s  oil  price  collapse. 

Bagdad  said  Saudi  Arabia 
should  cut  sharply  its  oil 
output  to  boost  prices. 

Traders  watched  with  fas- 
cination as  London  Metal 


Exchange  copper  stocks 
crept  ever  closer  to  their 
all-time  record.  Yesterday's 
rise,  a hefty  12£75  tonnes, 
left  the  total  at  641,200 
tonnes.  That  is  just  4,100 
tonnes  shy  of  the  645,300 
tonne  record  reached  in  Jan- 
uary 1978.  With  200.000 
tonnes  of  Chilean  metal  still 
rumoured  to  be  on  the  way 
to  Europe,  traders  feed  stocks 
are  bound  to  keep  rising. 


Earlier  in  the  day.  Rio 
Tinto.  the  mining  group, 
announced  a 58  per  cent 
increase  in  refined  copper 
production  for  1998,  to 
326,300  tonnes.  Asarco,  the 
US  copper  miner,  blamed  the 
lower  copper  price  for  Its 
dividend  cut 

Reports  that  Colombia's 
coffee  exports  could  be 
delayed  after  Monday's 
earthquake  failed  to  buoy 


coffee  prices  yesterday.  The 
most  actively  traded  March 
robnsta  contract  cm  the  Lon- 
don International  Financial 
Futures  and  Options 
Exchange  dosed  down  $19  at 
$1,745  a tonne. 

Brazil’s  recent  currency 
devaluation  could  have  bear- 
ish implications  for  the  cof- 
fee market,  traders  said.  The 
country  is  the  world's  larg- 
est coffee  producer. 


Dreams  fade  as  Nigerian 
coal  project  drags  to  a halt 

The  Okpara  mine  is  suffering  from  under-investment,  lack  of 
political  will,  and  poor  transport  facilities,  writes  Mark  Turner 
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When  David  Lewis,  for- 
mer deputy  manager 
of  Panallta  coal  mine 
in  South  Wales,  saw  an 
advertisement  in  his  local 
newspaper  calling  for  techni- 
cians to  resuscitate  Nigeria's 
moribund  coal  industry,  he 
just  about  knew  where  the 
country  was. 

Six  years  later  he  is  at  the 
forefront  of  a federal  govern- 
ment project  to  revitalise  the 
mine  that  built  Enugu.  the 
administrative  capital  of 
eastern  Nigeria,  and  that 
offers  the  country  a real 
opportunity  to  diversify 
away  from  the  oil  trade. 

However,  leaning  back  in 
a comfortable  chair,  sandals 
perched  on  the  low  table 
that  dominates  his  fan- 
cooled  living  room,  Mr  Lewis 
sips  his  beer  and  mourns  a 
dream  he  fears  is  rapidly 
slipping  away. 

When  he  and  his  team 
arrived  in  Nigeria  in  late 
1993,  they  found  Okpara 
mine  under  water,  served  by 
a potholed  and  overgrown 
dirt  track,  and  reliant  on 
defunct  1950s  technology  - 
installed  in  the  days  when 
Nigeria  produced  weQ  over 
500,000  tonnes  of  coal  a year. 

Over  the  following  two 
years,  they  fixed  basic  equip- 
ment, repaired  the  road  and 
hired  staff  from  the  region  - 
creating  production  capacity 


COMMODITIES  PRICES 


of  about  3,000  tonnes  of  coal 
a month.  After  waiting  for 
an  order  for  26  months,  some 
more  up-to-date  equipment 
finally  arrived  from  the  UK 
early  last  year. 

But.  as  with  so  many  rea- 
sonably conceived  but  poorly 
implemented  projects  in 
Nigeria,  progress  has 
dragged  to  a halt,  with  the 
mine  suffering  from  chronic 
under-investment  and  strug- 
gling to  keep  afloat  on  a 
day-to-day  basis. 

“The  philosophy  was 
sound,  but  everyone  thought 
it  would  be  a quick  fix,"  says 
Mr  Lewis.  “Recently  it  has 
become  very  difficult.  Fund- 
ing is  low:  we  need  aD  the 
.help  we  can  get." 

The  wiry  manager  is 
joined  by  his  considerably 
larger  house-mate,  Mark 
Speed,  an  electrical  engineer 
from  Ammanford  who 
worked  on  the  Channel  Tun- 
nel. and  who  has  recently 
married  an  Enugu  woman. 

The  pair  look  wistfully  at 
advertisements  for  hi-tech 
coal  cutters  in  a UK  trade 
magazine.  "Being  very  con- 
servative, with  equipment 
like  this  I could  produce 
15,000  tonnes  a month."  says 
Mr  Lewis.  T used  to  do  that 
in  a week  back  home." 

With  a $i2m  investment, 
he  believes  the  mine  could 
be  making  a return  within 


five  years.  At  about  $30  a 
tonne,  Okpara  coal  could 
earn  Nigeria  more  than  $5m 
a year  in  foreign  exchange. 

Buyers  in  the  UK  and  the 
Netherlands  have  shown 
interest  in  the  coal,  which 
has  a low  sulphur  and  ash 
content,  and  a first  consign- 
ment was  exported  in  1997. 

“Potential  export  demand 
stands  at  over  15m  tonnes 
annually,"  says  Professor 
Gregory  Iwu,  head  of  the 
parastatal  Nigeria  Coal  Cor- 
poration. With  639m  tonnes 
proven  and  2.75bn  tonnes  of 
Inferred  reserves,  the  coun- 
try could  supply  that 
amount  for  many  years. 

In  Nigeria,  there  is  consid- 
erable opportunity  to 
expand  the  domestic  fuel 
base  away  from  wood;  poten- 
tial investors  in  a cement 
factory  In  Karlnna.  northern 
Nigeria,  have  expressed  an 
interest  in  250,000  tonnes  of 
coal  annually,  and  Enugu 
coal  is  already  used  by  West 
African  Batteries  and  other 
manufacturers.  Side  prod- 
ucts could  include  tar  oils, 
ammonia  liquor  and  phar- 
maceutical and  medical 
products. 

Ironically,  Enugu  was 
once  intended  to  provide 
400.000  tonnes  of  coal  a year 
to  Nigeria's  Ajaokuta  steel 
project,  which  has  since 


As  things  stand,  Okpara  mine  bote  Eke  the  1950s  photo  fa)  a then  and  now1  feature 


Merit  Turner 


turned  out  to  be  one  of  the 
country's  most  notorious 
white  elephants. 

However,  despite  this 
potential,  political  will  has 
faded  and  the  coal  corpora- 
tion is  "grossly  under- 
funded". according  to  Profes- 
sor Iwu,  who  estimates  that 
for  mechanisation  alone  he 
needs  $i6.5m.  He  has 
embarked  on  a far-reaching 
campaign  to  keep  the  coun- 
try’s coal  hopes  alive,  and  is 
starting  to  court  foreign 
investment 

As  things  stand,  Okpara 
mine  looks  like  the  1950s 
photo  in  a “then  and  now" 
feature.  To  reach  it  by  road 
is  challenge  enough;  once 
there,  one  immediately 
notices  a collapsed  conveyor 
that  used  to  transport  coal 
across  a small  valley. 

Management  is  an  arduous 
and  hands-on  affair  - "if  you 


don’t  want  to  get  your  hands 
dirty,  you.  don't  come,"  says 
Mr  Lewis.  Experience  is  in 
short  supply,  as  Enugu "s  pre- 
vious skills  base  faded  away 
after  the  1960s,  and  training 
is  a labour  of  love. 

Of  all  the  difficulties,  the 
greatest  is  transport. 
At  the  moment,  coal 
has  to  be  moved  several 
miles  by  tortuous  roads  to 
where  it  can  be  loaded  on  to 
a goods  train.  Mr  Lewis  is 
.dreaming  of  an  aerial  rope- 
way to  shift  it  directly  over 
the  hill,  but  money  to  con- 
struct It  has  run  out 
One  cause  for  hope  is  the 
rehabilitation,  being  under- 
taken by  the  Chinese,  of  a 
rail  link  to  Port  HarcourL 
But  the  port  itself  suffers 
from  a lack  of  berthing  space 
- at  present,  it  can  only  han- 
dle consignments  of  10,900 


tonnes,  although  there  are 
plans  for  a deep  water  har- 
bour that  could  handle  40,000 
tonnes.  If  Nigeria  wants  to 
attract  regular  customers,  it 
will  need  to  ensure  consis- 
tency of  supply. 

Mr  Lewis  and  Mr  Speed 
are  left  waging  a personal 
crusade  against  forces  that 
show  little  evidence  of 
understanding  what  they  are 
throwing  away.  The  tragedy 
is  that  they  have  qeen  this 
before,  when  the  South 
Wales  coal  industry  col- 
lapsed for  what  Mr  Lewis 
describes  as  political  rea- 
sons. 

However,  the  two  are  san- 
guine about  their  position. 
“Back  home  we  would  never 
have  a house  like  this,  with 
a tennis  court,"  says  Mr 
Lewis,  "the  weather  is  good 
- you  cant  sniff  at  that," 
agrees  Mr  Speed. 
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1045-50 

Prenous 

1022-27 

1047-50 

tltfUlwr 

105271048 

am  omctal 

1021-22 

1047-48 

Kerb  dow 

1045-50 

Open  M. 

7505 

Total  Stay  aimer 

1501 

H LEAD  (S  per  tonne) 

Oose 

485-8 

487-8 

ftntous 

492-3 

493-4 

ftghAow 

4947486 

AM  Offldal 

487-8 

487.5-88 

Kerb  close 

485-6 

Open  In. 

35.437 

ToH  Stay  Unw 

7.275 

M MOtB.  (S  per  tame) 

Bose 

4245-55 

4310-20 

Prmous 

4230-40 

4300-10 

Wife* 

433574305 

AM  Offlca 

4250-55 

4325-30 

Kerb  cioss 

4315-25 

Open  ml 

88556 

Total  sally  uimer 

15.106 

m TIMS  per  tanw 

One 

5160-70 

514045 

Previous 

5190-200 

5160-85 

Ugh/tan 

519075125 

AM  Oflkiil 

5175-80 

515D-55 

Kerb  dose 

5155-30 

Open  H. 

20,713 

ToU  Safly  umOKt 

43M 

M ZIMC,  spedte  Mgb  grade  S per  tome) 

One 

949-50 

967-8 

Prevtoa 

959-60 

976-5-7 

Htei/Km 

985/965 

am  oracn) 

947-48 

Qrr  fin 

Kerb  dax 

985-6 

Open  on. 

917B3 

Total  Sate  Wiwvw 

. 27.1B6  ■ 

H copra,  Made  ACS  per  twna 

One 

1412.5-3.5 

1441-2 

Prate 

1421-22 

1449-50 

HtyMoor 

145371437 

AM  OIBSKS 

1411  5-120 

144041 

Sett 

On/* 

0|«n 

Sett 

Day's 

Opea 

Sett 

Dtfs 

Dpm  * 

Latest  Dafi 

0pm 

prim  ctaraae  Hgb 

Ion 

vm  u 

pocc  conp  ntgti 

Lora 

M 

tat 

prim  etampe  Mph 

Ira  W U 

Prim  change  Mgh  low  W 

lot 

Ml 

283.4 

-19 

2865 

2825  40233  44888 

Jm 

70S 

-0.75 

_ 

_ 

_ 

10 

Htar 

894 

894 

887  4854  47,173 

Mi 

61875-0825  82500  61800  4840 

30840 

Mra 

Z84J 

-22 

2878 

2848 

i 

Mer 

7685 

+085 

7780 

7855 

385 

2507 

May 

911 

-1 

911 

904  1803  34853 

fer 

64825-0825  65800  64825  *,722 

42806 

Air 

2855 

-U 

2888 

2845  30,716  56J47 

Hoy 

7880 

+060 

7880 

7780 

188 

3598 

Jot 

931 

-1 

930 

925  95  13869 

5a 

64850-0525  64850  63875  1.734 

22540 

Jm 

287.1 

-28 

2900 

2868 

4528  22588 

JM 

8080 

+080 

8080 

7980 

25 

717 

top 

951 

-1 

951 

943  1812  31,437 

Aral 

84875-0550  B465D  64850  530 

11804 

Ana 

289L0 

-28 

2928 

2888 

225  7598 

te 

7580 

+055 

- 

- 

- 

182 

Dec 

974 

978 

971  351  24847 

Oct 

65575-0/400  65.750  65525  336 

6894 

Oct 

2908 

-28 

2938 

2938 

70  2.775 

WM 

8055 

+055 

8025 

8080 

40 

1.763 

Mar 

998 

- 

995 

995  1,750  14/458 

Dee 

66850-0800  66850  56525  87 

2822 

fetal 

83882181530 

Total 

BM 

9.128 

ToU 

108BT798K 

Tff— 

10843  118*433 

RA1WM  NTOC  RJO  Tray  at;  Mroy  ozj 


«|r 

347.1 

-58 

3525 

3468 

722  10880 

Bar 

JM 

3498 

-58 

3515 

3198 

21  958 

May 

Oct 

-58 

3548 

3548 

13  1.081 

JM 

fetal 

750  12422 

top 

H PALLADIUM  NYMEX  H DO  Tray  at;  Wroy  Kj 

Dae 

fetal 

Mw 

32885 

+240  33080  32880 

27 

2583 

Jm 

32389 

+240  31980  31980 

105 

160 

top 

TOW 

319-S 

+240 

235 

126 

28» 

SILVER  COB  (5400  Tnf  oz;  CeteAoy  rcj 


Jm 

5088 

-19 

- 

- 

6 

8 

Fob 

5088 

-18 

- 

- 

- 

10 

Bar 

5193 

-18 

5138 

5088 

10814 

44926 

Hay 

5138 

-1.1 

5158 

5098 

195 

11805 

JM 

5158 

-1.1 

5188 

5118 

33 

8825 

Sep 

5179 

-1.1 

5258 

5198 

94 

1.788 

fetal 

10JU2 

78805 

■ what  cm  Room  an;  cwbcti  hrtef 

Bar  Z7240  >1.50  Z73JH  2B740  1X409  B5/M6 

May  28X00  +180  28X50  27100  2897  15.854 

M 29340  +1.25  28350  28840  4,359  36801 

fe  30350  +150  304.00  289.00  173  3.140 

Dec  315.75  +0.75  315.75  31050  323  1372 

Total  2QJBB1  124£T3 

■ MAIZE  (XT  (5800  bn  mtacateaSBiliiMieq 

Mar  21550  -02  21695  214.75  25894165474 
MV  2212  -050  22250  22050  5570  50384 

M 2282  -02  2272  225J5  5,774  00016 

Sep  23250  -075  2332  23250  701  13241 

Dec  23075  -075  24000  2382  323  40814 

Bar  24850  -075  2472  2482  358  3738 

Tatal  41,285  303445 

B BARLEY  UFFE  (IDO  tamos;  £ peMoms) 


■ COCOA  CSCE  (10  tomes;  Sftmea 


■ LEAR  HOBS  DUE  HOOOObK  ceesAtN) 


1308 

-2 

1312 

1298  4803  30863 

M 

40800-2800  42100  40800  4.144 

10,124 

1339 

-2 

1343 

1331  2142  21834 

Am 

41925-1800  43800  41925  3840 

14845 

1308 

-2 

1373 

1382 

340  6882 

Jm 

53950-0875  54800  53825 

972 

7893 

1398 

-2 

1308 

1398 

83  4956 

JM 

54975  -0950  55850  54150 

222 

4803 

1437 

-2 

1440 

1440 

145  6882 

Am 

54825-0850  55950  5420 

152 

3996 

1475 

-2 

1475 

1470 

106  6406 

Oct 

53.075  -0.925  54900  53525 

152 

3854 

7,721  72336 

Tttte 

2275 

44846 

ENERGY 

■ C800E  (W-NTMfX  CljOOO  betide.  SlbanaQ 


Latest  Day's 
price  change  ngb 
Bar  1038  +052  1044 

Apr  1244  +034  1248 

May  1256  4037  1136 

Jun  12.08  +038  12.70 

M 1275  +032  1280 

tag  1290  +054  1290 

TOW 

■ CRUDE  ML  PE  (Starre?} 

Bpn>  Doji 

price  change  Mgb 

Mtr  1081  +0.17  1085 

Apr  10J38  +012  H-06 

May  112  +015  11.12 

Jun  112  +018  112 

Jot  1142  +019  1140 

Aug  1157  +0.19  1180 


Open 

Low  VU  U 

112  37.243  1172 
1282  11520  56.181 
1213  10.17B  41540 
1227  3577  30337 
1258  2650  23427 
1273  1578  18,371 
107544501,181 


Bar 

8080 

-0.10  8195  8180 

25 

258 

top 

Hey 

8180 

-DIO  8225  8225 

20 

47 

Itov 

ap 

7225 

-OLIO 

- 

35 

fetal 

Hot 

8085 

-g.10  8090  8050 

2 

143 

Jm 

8225 

-0.10 

10 

20 

fetal 

47 

603 

Mw 

H SOTABEARSCerpmomteontaBBlKteb 

May 

Mar 

51380 

-180  51790  51190  28,761  89883 

top 

May 

51695 

-200  52180  51575 

5811 

22447 

Deo 

M 

52090 

-225  52590  52080 

5877  31861 

Her 

Aap 

52195 

-275  52S9D  52195 

152 

8991 

Total 

Kerb  close  1440-1 

Open  in  172894 

Total  ddr  Miner  JO.  1 12 

■ LBE  AH  Offidte  £15  rate  15549 

USE  oaring  E/5  rate  15550 

Spot  i64B5  3<n9is  14455  Grts  14438  9 nts  15427 


■ HUH  SHADE  CfflTO  iCOMBQ 


price  change  Hgh  in  m ht 


Jm 

6385  -095  6440  6385 

472 

294 

^ 

Ml 

6400  -090  6490  5380 

497 

2784 

Mar 

64.40  -095  65.00  64.15 

5.340  45888 

•hrtol, 

to 

6480  -095  8525  6485 

13 

1.795 

im.t 

Bay 

6525  -055  6580  65.10 

223 

6268 

Jm 

8580  -0.55  6605  8880 

22 

1.514 

i26iS: 

Total 

7938  77,101 

PRECIOUS  METALS 

■ LONDON  BULLION  HOIKET 

■ 

(Prices  ttpytaed  by  n M nramcMef 

GofcfcTiuy  k) 
dose 
OperiAg 
Homing  At 
Ataman  to 
Day's  Hgh 
Day's  Low 
Remus  tew 


S puce 
78230-28380 
28020-29550 
285.800 
283800 


£ equfr  Sfr  aqri* 


173.044  398.977 

171532  396.043 


Day's  Low  28320-2050 

Remus  ctase  7855028610 

Ldco  Uto  Mean  Cold  Undtog  Rales  (V3  USS) 

t month 4,34  6 motels  — 359 

2 numbs  426  12  months — 352 

3 months 422 

Ster  fi*  ultra  uz.  US  c&  W*. 

Spot  307.134  500000 

Stew  Ltadtag  hte 

1 month 3.70  6 months -1-75 

2 months 3.15  12  mirths — —150 

3 months 2.75 

BoM  Cotas  S price  Era*. 

Krugenand  290-294  175-177 

New  Sovereign  68-72  4M3 


Bpm  Dofi  0pm 

price  change  Hgh  Low  Val  tat 
Mar  1081  +0.17  1085  1049  22,898  67597 

Apr  1088  +0.12  1158  1084  7580  48562 

Hay  1156  +015  11.12  1081  2597  25509 

tag  1125  +018  1123  1098  3281  27228 

Jot  1142  +019  1148  11.15  1478  9444 

Aug  1157  +019  1150  1133  87  6280 

Total  tan  n tM 

■ HEffTWE  ML  HYHEX  {42.C?1  US  rafti;  c/US  yfc) 

Latest  Day’s  Open 

pries  tenge  Mgb  Lae  VM  tat 

Fefa  3220  +1.00  32.95  3155  13290  202B7 

Her  3350  +098  33.15  3250  13414  42210 

Apr  3140  +093  3355  3250  4274  20,853 

May  34.00  +098  34.10  3395  3988  14,215 

Jon  3450  +0.76  3455  3450  1.176  11,250 

Jtd  35.70  +153  3550  34.80  614  9,104 

Total  3B2111652B9 

■ BAS  ML  fft  (ytamflj  

Sett  Bay's  Open 

price  change  Mgh  Im  W M 
Fad  3855  +250  9850  9550  13525  38213 

Mw  9920  +150  9950  9650  9262  21.122 

Apr  1002  +1 55  10075  9850  1238  12.170 

Hey  10250  +075  102.75  10025  843  7297 

Jim  10495  +0.75  10450  10250  270  11406 

Jet  10650  +075  10720  10650  445  3562 

Total  29509138439 

■ HATUBA1.  GAS  FE  tIXOO  terns;  pro  aw  Bara} 

M 8580+0190  9500  0150  590  2,355 

MB  9240  +0.150  9350  0180  140  5215 

ToU  2250  27220 

■ MATDBAL  6A8  WMEX  (10500  mnttu;  gtaaWBJ 

Latest  Day'S  Open 

price  change  Hgh  fete  US  tat 

Ml  1.770+OQS6  1780  1.715  4& 141  27,990 

M w 1225  +0575  1230  1755  18.127  46,416 

Apr  1.845  +0056  1 250  1.797  5477  22594 

May  1270+0046  1279  14M  324616,113 

Jen  1500+0040  1200  1260  2298  14,495 

Jet  1230+0045  1230  1290  1299  13231 

Total  88,198250238 

■ UNLEADED  BASQUE 

MwetHajQOusaafcewgatoj 


9sp  52150  -4.00  52075  52150  341  2281 

Nh  52075  -350  53250  52050  1244  10747 

TOM  CLOMWXW 

B SOTABEM  08-  C8T  iSOJXMbs:  carttat) 

Mar  2255  -015  2222  2251  8274  54239 

MW  2224  -015  2255  2226  3234  28,883 

Jul  2225  -OIB  22.75  2245  2,158  19727 
Rag  2225  -OIB  2255  2227  510  5281 

Sap  2229  -024  2225  2250  292  4,0GB 

Oct  2271  -025  2257  2225  347  2221 

TOM  10273  HOW 

M SCTAKAB  SEAL  CUT  (100  mm;  Stall 

Bar  1312  +0.1  1325  151.1  3.703  55500 

tag  1302  -05  1312  1308  2293  2B27T 

Jul  131.7  -04  1322  1315  2256  20340 

Aug  133.1  -04  134.1  1322  664  7209 

Sap  1342  -07  1355  1342  775  6209 

Oct  1352  -02  1307  1352  271  2421 

Total  T72B2 130748 

M POTATOES  UFFE  (20  tamae;  E par  tome) 


Bar 

250.0 

_ 

_ 

- 

_ 

_ 

Apr 

3208 

-78 

3258 

renn 

44 

2157 

May 

3308 

-78 

— 

— 

— 

— 

Jm 

3408 

-78 

- 

_ 

_ 

- 

Nov 

858 

— 

— 

- 

_ 

fetal 

58 

2182 

■ RWHT  (BKEX)  IKE  (CtQIMn  ptert) 

Jm 

842 

-4 

_ 

_ 

371 

Ml 

820 

-10 

820 

820 

14 

226 

Mar 

855 

— 

855 

850 

11 

117 

Apr 

915 

-5 

917 

915 

49 

850 

Jul 

805 

-5 

_ 

— 

612 

Total 

asm 

Pm 

70 

2879 

an 

sag 

847 

Open 
Vol  tot 
6 829 

11  201 


Latest  Days 

Open 

. prim  change  Mgb 

Low 

Ute  tat 

Ml 

asm 

+198 

3580 

34.15  11.710  13,409 

Hra 

3675 

+121 

3585 

3595 

9983  258U 

Apr 

39.65 

+196 

40.10 

3840 

2494  19488 

Hoy 

40.75 

+186 

41.10 

3985 

2.706  16831 

Jm 

41.45 

+181 

4140 

4185 

147  11421 

JM 

4210 

+1.16 

4290 

4210 

589  13861 

Total 

> 

. 

27429169,727 

PULP  AND  PAPER 

M PULPEX  OMJt  ffCS;  84  air  Ciy  tany 
Sett  Bay's 

price  change  Hgh  Lew 
Mer  41150  -150  41150  41150 
•tan  43420  -120  43550  43420 
Total 

niHMES  DATA. 

Al  Mias  da  anted  by  CMS. 


Nuts  and  seeds  PHem  from  KenHKo 

London  5 permit  Iranian  pteteefilne  26/ 
30  raw  fin  she*)  natuaRy  opened  (round}; 
crap  1998  as  Mows:  26/30  at  *2,700. 
CFR  MEP,  20/22  at  *3,600  CFR  MB3.  Afl 
prices  suDfect  to  aflatodn  passage;  80  per 
cent  te  other  RPPC  line.  Turitiah  haatl- 
oute  13715  aid  11/13.  crop  1998  Indication 
*4250  CFR  Market  qutnt  Indtan  cashewn 
crop  1906  CRT  from  tap  strippers,  W320  at 
SS.750.  W240  to  *6830.  Marias  ratable 
because  of  new  Indtan  crop  speculation. 
US  almonds  standard  E per  cert  crop 
1998  » S3200.  Achiri  1998  ersp  at  480m 
lb.  Intecstten  for  crap  1999  at  3250  PAS 


Total  7721  7B2» 

■ COM*  flCCO)  ISOff  sferrfef 

Jm  28  Price  Pie*  day 

Daly 101925  101850 

■ COffgtfrephnwsjMpnM} 

Jm  1710  -24  1742  1705  331  477 

Her  1745  -19  1700  1735  3,193  22239 

Hay  1662  -13  1873  1B5B  933  9290 

Jet  1840  -15  1650  1635  143  2,771 

Sap  1828  -15  1640  1821  144  1522 

Net  1813  -15  1620  1015  16  298 

Total  4794  37729 

■ COWE  •C*  CSCE  t375Q0tw;  centaHM 

Iter  10320  -355  10755  10350  5,130  16,678 

itay  10550  -3.10  108.70  10550  2.305  8,151 

JM  10750  -2.75  11020  10750  428  3533 

Sap  109.10  -225  11150  10950  103  2524 

Deo  11055  -2.70  11320  11075  28  1512 

Bar  11255  -2.10 11450  11220  11  365 

Total  1258  34574 

■ COFFEE  (ICO}  [US  CaitsfrOMifl  

Jae  38  Prat  day 

Comp,  cut?  9529  94.11 

15  day  enrage 98.16  9077 

M WHIG  SOBAH  LITE  {50  tannac  Sflonnat 

Mar  2185  -12  222.1  2175  2,150  15JJ63 

May  219.1  -22  2245  2100  3521  15/38 

tag  216.1  -2J  2235  2104  2,135  8588 

Oct  2115  -3.7  2165  2115  1JU3  6,413 

Dec  214.7  -3J  2185  2145  478  1537 

Bar  21 9J  -3J  2235  2205  111  875 

Total  9,131  48507 

■ SU6AB  H’  CSCE  (712JQ0fa:  canMhal 

Mar  855  -008  659  65218570  63593 

May  687  -0XB  B58  B55  %2B4  31560 

JM  655  -003  654  653  3522  30588 

Oct  655  -002  7.10  095  1573  20589 

Mw  752  +052  7.48  750  488  11583 

Stay  7.42  +052  750  755  130  2,397 

Total  34^3U15SZ 

■ COTTOH  jWHjWWfe  awtafltol 

Mir  5855  +0.70  5859  5655  7,165  34572 

May  5957  +053  6055  6950  1/63  17,023 

JM  6073  +042  8075  8045  1 527  12579 

Oct  8155  +015  6150  6150  30  1521 

Doc  62.04  +0.12  0250  G1S3  118  13A48 

Mar  63.18  - 8355  8350  82  1/18 

latte  10*7  81431 

■ OBABBEJUCEIffff  D550ltec«ia^) 

Mar  99.45  +150  9950  3540  1532  18,174 

watt  99.75  +155  9850  8950  420  4515 

Jot  10050  +1.15  10040  9950  80  2519 

top  10050  +150  10050 10050  116  735 

Hn  10155  +1.15  - - 30  616 

Jan  10250  +050  1 340 

Total  2578  27,708 


nine  data 

0pm  merest  wc  VsIihh  Ma  ahmn  to  eoteraas 

Med  m GOMEL  NYMEX,  CBT,  WCE,  CME,  CSCE 

md  K Ocdo  01  era  me  day  In  amen.  Wane  fi 

Open  rarest  nut  are  far  M traded  noahs. 


■ POBK  BQ11ES  CME  (40.000tas;  cantstafl 


Pm.  day 

Hb 

54.125  -1425  55400  52500  1,784 

4836 

101840 

Mm 

55.125-1.150  56300  53425 

835 

1499 

May 

56850-1900  57400  54.750 

139 

804 

Jte 

96800-1800  57800  55400 

52 

749 

331  477 

1.193  22939 
933  0890 

fetal 

2820 

7990 

LONDON  TRADED  OPTIONS 

SMhe  plica  Staaae  -Ms-  -Pete- 


1907*}  LME 

1150 

1200 

1250 

■ copra 

(Grads  A)  LME 

1450  

1500 

1550 

M COfHEEUFE 

1600  

1690 

1700 

■ COCOA  LITE 

900 

925 

950 

■ Baar  crude  re 

1050 

1100 

1150 


LONDON  SPOT  MARKETS 

MOMOeOt.  FOB  (par  hand) -h 

□ratal  S1051-0JK  +0. 

Brant  Stand  (dtaarO  51054-058  +0. 

Bran.  Bead  (Man  51054-088  *0. 

W.T1  S1250-252X  +0 

M OH.  PRODUCTS  KWEpTsapt  daBvwy  OF  (tanmi 


8>l 

Her 

Jm 

6 

90 

18 

23 

58 

34 

55 

34 

59 

Jun 

Mar 

Jui 

47 

70 

64 

81 

40 

92 

124 

32 

125 

m 

Itar 

May 

m 

6 

83 

13 

82 

25 

•toy 

Mw 

Bay 

45 

24 

34 

34 

40 

48 

25 

60 

64 

Apr 

Mw 

Apr 

INDICES 


: 1678/31  = lag 


Jm  27  Jm  25  nradta  ago 
14488  1*4548  14918 

■ CRB  ftatarm  0»  1967  = 100) 

175640 

Jm  72 

Jm  25  raanta  ape 

yn-ags 

197.60 

18844 

■ GSCI  Spot  (Base:  1970  =>  100) 

ton  20 

Jaa  a mratti  ago 

ago 

132.17 

13245  13086 

17243 

ue  mwaiausE  snms  (taana4 
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Apex  Silver  seeks  $300m 
funding  tor  San  Cristobal 

Apex  Silver  Mines  »pr^anr^>  ”Scn?Bolivia. 

tion-.  Production  stite  to  [f^terontlonal  financier 

The  company,  wtrcheb^^.  # had  appo^tod 
George  Soros,  announcedy^tw^V  ^ ^ to 

Barclays  Capital  and  standards  cf 

raise  the  monefy.  • amount  in  reta- 

mining  projects  generally,  anda  very  ^ 
tion  to  a brand  new  mme  m ^ C3pilali  yes- 

SSE  - a-- 10  '**- 

to  start  flowing.  . e7  nTc  ^ 

Apex  Sliver  Mines  shares  to  $7  8 75  a« 

announcement,  compared  with  a pea 
GiRian  O’Connor 

COPPER  AND  COBALT 

Kolwezi  tailings  deal  reached 

Anglo  American,  the  South 

Texas-based  America  Mineral  Fields  h®*  LJLLjnc 

liminary  agreement  with  the  government  of 
Republic  of  Congo  to  exploit  the  oountiy  s KcJ»e-'  “ PP® 
aScobalt  mine  tailings,  in  a deal  worth  SI  30m.  AMF  has 
announced.  „ .. 

Under  the  agreement,  an  Anglo- AMF  pint  venture^cJ1  od 
Congo  Mineral  Developments,  will  have  a 60  per  cent 
stake  in  a new  holding  company  called  KMT.  with  tne 
state-owned  Gecamines  holding  the  rest. 

However,  the  agreement  depends  on  ratification  of  the 
project  by  a presidential  decree  from  President  Laurent 
Kabila,  who  is  engaged  in  a war  against  rebels  supported 
by  Uganda  and  Rwanda,  and  on  South  African  Reserve 
Bank  approval  for  the  transfer  of  funds  from  South  Africa. 

Of  the  $130m  to  be  paid  to  Gecamines,  S25m  is  an  ini- 
tial payment  to  be  made  once  the  project's  assets  have 
been  transferred  to  KMT;  three  S10m  paymentsjvm  be 
made  every  second  month  thereafter;  a further  S-tOm  will 
be  paid  on  completion  of  a bankable  feasibility  study  and 
on  receipt  of  project  financing;  and  a final  S35m  will  be 
paid  when  the  first  metal  is  produced. 

The  Anglo- AMF  joint  venture  was  formed  as  a solution 
to  a $3bn  lawsuit  brought  by  AMF  against  Anglo  American 
in  the  US  over  the  two  companies’  rival  efforts  to  win  con- 
tracts In  the  Democratic  Republic  of  Congo. 

Anglo  American  is  to  fund  the  first  $75m  of  the  joint  ven- 
ture's payments,  with  AMF  repaying  its  share  from  proiect 
revenues  and  future  equity  financings. 

Victor  Mallet;  Johannesburg 
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For  solutions  to  today's  crossword  call  0891  430060. 
Calls  cost  50p  a minute. 


CROSSWORD 
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ACROSS 

I Show  the  way  to  relax  in  a 
tribal  dance  (5,L£) 

7 One  affected  by  failure  to 
exclude  student  (3) 

9 Jump  in  profit  (5) 

10  Rate  cut  is  designed  to 
exdude  student  (9) 

11  Tramps  pay  for  spells  of 
hard  work  (9) 

12  Noise  from  group  starting 
to  grate  (5) 

13  Beaming  at  drain  arrange- 
ment (7) 

IS  Go  round  (4) 

18  Sight  site?  (4) 

20  Run  out  of  gas  (7) 

23  Trouble  with  service  dress 
w) 

34  Young  chillied  peppers 
with  steak  at  last  (9) 

26  Stiver  tea  service  that  is 
adaptable  (9) 

27  Talk  round  with  price  fS) 

**  Pfty  on  topless  troupe 

29  Choose  staple  food  with  the 
Spanish  fish  (8,3) 

DOWN 

1 5J5J5^®!Jy*toN  second 
misjudged  effort  (8) 

2 speech  when 
said  and  done  badly?  (S> 

3 Finds  out  no  student  gains 

by  labour  (5)  B 

4 &i  on  strike  for  assembly 


5 Provides  backing  for  t.*p. 
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7 £*r  “Pended  in  mainly 
rapid  bust-up  itii 

2S?  uutstdt‘  Pmnu'tnr 
gives  security  tiji 

It's  extra  time  a1i,«r  a Vm- 
quiet  final  toi  ■ 

1G  Think  how  conks  rum  nn„l 

1 1 V\"here  the  re:ill«ir:irc-r1  h.ii.i 

19  Toms  buck  nn  finer  rnvrr. 
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LONDON  STOCK  EXCHANGE 


stumbles 


ITSEAfrShare  index 


By  Stare  Thompson, 

UK  Stock  Market  Editor 


It  was  boom  and  bast  for  the 
UK’s  leading  stocks  Tester- 
day. 

Prompted  by  Wan  Street’s 
overnight  burst  of  strength, 
which  saw  the  Dow  Jones 
Industrial  Average  up  121 
points,  the  FT$E  100,  Lon- 
don's benchmark  index, 
quickly  raced  up  more  than 
100  points  and  surged  to 
within  11  points  of  the  6,000 
level. 

The  market’s  early  eupho- 
ria did  not  last  long,  how- 


ever, with  bouts  of  profit- 
taking and  a revival  of  con- 
cerns about  the  potential  for 
further  and  finan- 

cial upheavals  in  South 
America  and  elsewhere 
unnerving  investors. 

It  took  a decent  opening 
by  the  US  market  yesterday 
- the  Dow  was  up  more  than 
40  points  within  the  first  10 
minutes  of  trading  - to  bring 
some  stability  to  a London 
market  looking  extremely 
nervous  in  the  early  after- 
noon. 

But,  as  with  London,  that 
positive  US  opening  did  not 
last  long,  the  Dow  sliding 
back  into  the  red  and  lan- 


guishing 30  points  off  as  the 
UK  market  dosed. 

As  the  curtain  descended 
in  London  the  FTSE  100 
index  was  a net  95  off  at 

5.876.4.  in  stark  contrast  to 
its  earlier  position  when  the 
Index  hit  a session-high  of 

5.989.5.  At  its  worst,  when 
Wall  Street  embarked  on  its 
downturn,  the  FTSE  100 
showed  a 36,2  slide  at  5359.5. 

The  trigger  for  the  sharp 
reversal  in  the  Footsie’s  for- 
tunes was  some  determined 
selling  of  a number  of  the 
banks,  telecoms  and  oils,  all 
of  which  are  heavily 
weighted  in  the  index. 

Some  technical  analysts 


advised  caution.  Richard 
Lake  at  B rewin  Dolphin,  the 
stockbroker,  said:  “It  is 
amazing  how  quickly  senti- 
ment can  change  in  equity 
markets.  There  is  some  loss 
of  upward  momentum  and 
caution  is  required.  The 
index  might  be  consolidating 
above  its  rising  SQday  mov- 
ing average  but  a move 
below  5,800  will  turn  me 
bearish." 

The  inconsistency  of  the 
leading  stocks  did  not  spill 
over  into  the  rest  of  the  mar- 
ket where  the  mid  and  small- 
cap  stocks  extended  their 
recent  good  performances. 

Far  from  retreating  in  tan- 


dem with  the  FTSE  100  the 
250  index  ended  the  day  only 
a fraction  off  its  best,  set- 
tling 46.5  to  the  good  at 
43033. 

Similarly,  the  FTSE  Small- 
Cap  shrugged  off  the  woes 
affecting  the  leaders,  to  end 
the  day  at  a session-high  of 
2,1023,  up  73. 

Those  strong  gains  outside 
of  the  top  100  stocks 
reflected  the  continuing 
takeover  speculation,  which 
is  particularly  evident 
among  the  engineering 
stocks. 

Share  prices  of  many  of 
these  companies  have  been 
hit  by  the  impact  of  strong 


«h*rTmg  and  the  turbulence 
that  has  swept  across  Asia, 
Russia  and  South  America, 
leaving  them  open  to  what 
some  analysts  view  as  oppor- 
tunistic bids. 

Marketmakers  insisted 
that  the  takeover  moves 
against  LueasVarity  and 
Adwest  Automotive  were 
only  the  start  of  what  is 
expected  tc  be  a rush  of  bids 
in  that  area. 

Turnover  picked  up 
strongly  and  pushed  through 
the  lbn  barrier  for  the  nth 
time  in  the  past  12  sessions, 
eventually  reaching  1.2bn 
shares.  Shell  accounted  for 
over  4 per  cent  of  the  total. 
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Reed  up 
on  talk  of 
new  chief 

By  Peter  John  and  Malta  Brice 

Seed  International  shot 
towards  the  top  of  the  Foot- 
sie outperformance  table  as 
talk  increased  that  it  was 
poised  to  announce  a change 
at  the  top. 

Nigel  Stapleton  and  Her- 
man Bruggink,  the  publish- 
ing group’s  co-chairmen, 
said  last  year  that  they 
would  not  be  heading  Reed 

aftor  the  TnillPTinlnTn- 

Dealers  have  suggested 
that  a new  appointment  is 
imminent  and  the  specula- 
tion centres  on  Simon  & 
Schuster,  the  US  group  that 
recently  sold  its  educational 
and  specialist  publishing 
arm  to  Pearson. 

Reed  said  it  was  unable  to 
comment  on  the  rumour  but 
the  impact  combined  with 
broker  comment  that  Reed  is 
the  UK's  most  under-valued 
internet  stock,  sent  the 
shares  up  41%  to  541%p. 

Pearson,  the  media  group 
that  owns  the  Financial 
Times,  hit  a new  high  yester- 
day as  T^hman  Brothers  ini- 
tiated coverage  with  a £15 
share  price  target  However, 
profit-taking  took  the  stock 
back  to  close  10  lower  at 
£1331. 

Id  jumped  45%  to  548%p 
with  encouragement  from 
the  US  market’s  response  to 


the  full-year  figures  from 
rival  DuPont 

DuPont’s  said  the  full-year 
earnings  were  "disappoint- 
ing" but  the  shares  were 
stronger  and  there  was  a 
feeling  that  much  of  the  bad 
news  was  already  in  the 
price.  ICI  reports  next  week 
and  there  was  also  some 
delayed  response  to  the  UK 
group’s  sale  of  its  50  per  cent 
shareholding  in  Japanese- 
based  Asahl-ICI  Fluoropoly- 
mers  to  Asahl  Glass,  its  joint 
venture  partner. 

Zeneca  slipped  48  to  £28.24. 
ABN  Amro  Issued  a a nega- 
tive note  saying  the  shares 
were  20  per  cent  too  expen- 
sive. The  broker  argued  that. 


assuming  the  merger  with 
Sweden’s  Astra  goes  through 
without  a counter  bidder 
emerging,  the  stock  was 
worth  no  more  than  £23. 

Analyst  Mark  Brewer 
pointed  out  that  the  valua- 
tion was  held  back  by  the 
prospect  of  zero  sales  growth 
over  the  next  few  years. 

BTP,  the  speciality  chemi- 
cals group,  jumped  32  to 
857%p  after  it  was  featured 
In  a "buy"  note  from  BT 
Alex  Brown. 

The  broker  raised  its 
recommendation  on  BTP  and 
also  on  Laporte  from  "mar- 
ket perform"  to  "buy”.  The 
broker  reiterated  its  “buy" 
stance  on  BOC,  to  which  it  is 
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FINANCIAL  TIMES 
Conferences 


European  Pensions 

The  FT  European  Pensions  Conference 

18  & 19  March  1999  - Sheraton  Brussels  Hotel  & Towers 

_ This  conference  Is  the  first  in  a series  of  major  pensions  events  to  be  staged  by 

the  FT  Group  and  will  examine  the  dunging  landscape  of  European  Pensions. 
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DISTINGUISHED  SPEAKERS  INCLUDE 

Professor  Mario  Monti 
Member  of  the  European  Commission 

Mr  Kees  van  Rees 

Managing  Director 
Shell  Pensions  Fund 
Chairman,  European  Federation  of  Retirement  Provision 

Mr  Martin  Jack 

Director  rtf  IBM  Retirement  Funds,  EMEA 
IBM  UK  Ltd 

Mr  Bruce  Garner 

Head  of  Pensions 
BP  Amoco  p.I.c. 

Ms  Ruth  Goldman 

Head  of  Pensions 
Linldarers  A Alliance 

Mr  Hans  Jacobsen 

Director  General 
Premium  Pension  Authority.  Sweden 

Mr  Ray  Martin 

Head  of  Group  Retirement  Benefit 
Zeneca  Ltd 

Mr  Adam  Lessing 

Executive  Director 
Goldman  Sacks  Asset  Management 

Mr  Alex  Welland 

Executive  Director 
Fidelity  Group  Pensions  UK 

Mr  Steve  Mingle 

Group, Pensions  A Benefits  Director 
Diageo  pic 

Mr  Geoffrey  Fnrlonger 
Head  of  EU  Practice 
William  M Mercer 
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house  broker.  Laporte  rose 
11  to  5l2Y.p  -and  BOC  was 
steady  at  833p. 

Coats  VTyella  rose  almost 
20  per  cent  or  5 Y<  to  35Y«p, 
with  traders  saying  inves- 
tor were  hoping  the  19  per 
cent  stake  held  in  the  tex- 
tiles group  by  fund  manage- 
ment group  Phillips  & Drew 
would  soon  result  in  corpo- 
rate action.  P&D  has  encour- 
aged mergers  and  acquisi- 
tions activity  in  companies 
where  it  has  large  holdings 
as  it  seeks  outperformance. 

One  company  where  P&D 
had  a large  holding  - 10  per 
cent  - is  Primesight,  the  air- 
ports billboard  space  buyer. 
It  said  it  was  in  talks  and 
the  shares  gained  24  to  283p. 

CGU  shrugged  off  what 
some  analysts  said  were 
slightly  disappointing  new 
business  figures  to  dose  29V, 
up  at  876Vip. 

Abbey  National  took  a 
tumble  as  the  market  re- 
examined the  bank's  expo- 
sure to  the  mortgage  market 

News  on  Tuesday  that  the 
bank's  market  capitalisation 
had  overtaken  that  of 
Halifax  focused  attention  on 
the  company's  premium  rat- 
ing to  the  mortgage  lenders’ 
sub-sector.  Analysts  said 


Abbey  had  outperformed  the 
market  by  25  per  cent  in  the 
last  quarter  and  £13  was 
seen  as  a ceiling. 

In  addition.  Northern 
Rock  produced  results  that 
were  at  the  lower  end  of  the 
range  of  analysts'  forecasts. 

As  a result  Abbey  tumbled 
66  to  £1235  while  Halifax, 
which  is  preferred  by  War- 
burg Dillon  Read,  was  steady 
at  754fep.  Northern  Rock  fell 
30K  to  497Y,p. 

St  James’s  Place  Capital 
consolidated  its  10  per  cent 
gain  since  the  start  of  the 
year  with  a further  rise  of 
l'A  to  320p.  There  is  a feeling 
that  the  insurer,  which  owns 
J.  Rothschild  Assurance, 
might  be  about  to  dispose  of 
two  trade  investments. 

Dealers  said  this  would 
pave  the  way  fix  a aggres- 
sive move  against  St  James's 
Place  by  Prudential,  which 
already  has  a 26  per  cent 
stake. 

Telecoms  rise 

Telecoms  stocks  again 
rose,  in  response  to  the 
SSOOm  move  by  Microsoft  on 
United  Pan-European  Com- 
munications. the  cable  TV  to 
telephone  group.  Colt  rose  46 
to  £12.76  and  Vodafone  23  to 
182’Ap. 

High  street  retailers  King- 
fisher and  Dixons  came  in 
for  sustained  support,  the 
former  lifted  42  to  628p  by 
good  results  from  Casto- 
rama.  its  French  subsidiary. 
Dixons  settled  53  higher  at 
£1039.  still  boosted  by  its 
internet  success. 


Hie  closing  of  the  manda- 
tory cash  offer  for  Dragon 
. OH,  with  69  per  cent  accep- 
tances and  the  consequent 
removal  of  the  threat  to  its 
listing,  saw  the  shares  rise 
sharply. 

Smaller  Investors  were 
said  to  be  active  buyers  yes- 
terday as  the  stock  gained 
11%  to  28p,  white  the  war- 
rants tripled  in  value;  rising 
3%  to  5p. 

Hazlewood  Foods  bought  a 
further  50300  of  its  shares  at 
113p  each,  bringing  to 
200,000  the  total  bought 
under  the  authority  to  pur- 
chase Hm.  The  shares  rose 
TAtoliettp.  - 

Booker  rose  7 to  53p  on.  a 
revival  of  bid  speculation, 
although  asset  sales  were 
seen  by  some  as  a more  plau- 
sible explanation  for  the 
share  price  rise. 

. Motor  trader  Ryland 
Group  gained  3Vi  to  80p  as  it 
said  it  was  behind  the 
approach  to  Wyndham 
Motor,  up  5 at  18lp.  Le 
Riche,  the  Channel  Islands 
retailer,  said  the  fall  in  used- 
car  resale  values  led  to 
reduced  profits  in  its  motor 
division,  and  that  it  expected 
fiirther  significant  losses. 
The  stock  was  down  85  to 
420p. 

CCI  Holdings,  the  clay 
pigeon-maker,  was 
suspended  at  L25p  as  it 
announced  its  transforma- 
tion into  a software  group 
with  two  acquisitions.  Its  bid 
Cor  Aim-traded  computer  ser- 
vices group  Xavier  Com- 
puter saw  the  shares  firmer 
at*14%p,  and  it  was  also  buy- 
ing KSE.  the  private  soft- 
ware provider. 

Reflec.  the  reflective  inks 
technology  group,  is  known 
to  be  talking  about  contracts 
and  other  forms  of  co- 
operation with  the  US  com- 
pany with  which  it  recently 
settled  a patent  dispute. 

The  dispute  and  the  pros- 
pect of  US  litigation  has 
overshadowed  the  group’s 
shares,  which  13  months  ago 
reached  107p.  Yesterday  they 
were  flat  at  4p. 
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MARKETS 


Earnings  and  CWnese  pledge  boost  bourses 


market  focus 


■Dwoffimn^ 

World  markets  edged  for- 
ward cautiously  as  investors 
responded  to  positive  corpo- 
rate announcements  and 
China's  pledge  to  avoid 

devaluation,  writes  Michael 
Peel 

But  strategists  again 
warned  against  over- 
optimism,  saying  there  was 
potential  bad  news  ahead. 

Most  euro-zone  markets 
finished  slightly  higher  as 
investor  interest  focused  on 


the  foods  sector  and  German 
utilities.  Frankfurt  ended  0.7 
per  cent  higher  as  compa- 
nies with  unclear  power  gen- 
erating capacity  prospered 
on  news  of  the  government’s 
decision  to  backtrack  on  key 
elements  of  its  plan  to  phase 
out  nod  ear  power. 

Foods  companies  across 
the  continent  surged  after 
France's  Danone  posted 
strong  1998  results.  Danone 
gained  almost  9 per  cent 
after  it  revealed  improved 
profit  margins  - 


The  group's  performance 
provided  relief  for  the  whole 
sector,  under  pressure  last 
week  after  Nestle  of  Switzer- 
land announced  worse- than- 
expected  1998  figures. 

Danone  declined  from  €232 
at  the  close  on  January  20  to 
€209.90  at  the  end  of  trade  on 
Tuesday. 

Most  Aslan' markets  fin- 
ished higher  after  the  Chi- 
nese central  bank  governor 
pledged  that  the  renminbi 
would  not  be  devalued. 

Hong  Kong  blue  chips 


gained  more  than  2 per  cent 
and  surges  were  seen  in  the 
H-shan?  index  of  mainland 
Chinese  companies  and  the 
red-chip  index  of  companies 
affiliated  to  mainland  groups 
and  state  bodies. 

But  many  observers  were 
sceptical  about  China's 
devaluation  promise.  James 
Manlier,  global  strategist  at 
BT  Alex  Brown,  thought  the 
pledge  was  “hollow". 

He  warned  that  world  mar- 
kets might  face  further  pres- 
sure from  a foil  in  the  value 


Dow  weaker 
as  internet 
stocks  rally 


of  the  Brazilian  Real.  The 
currency  steadied  after 
plunging  to  a new  low 
against  the  dollar  on  Tues- 
day, closing  0-5  centavos 
firmer  at  R3L89Q. 

Deutsche  Bank  thfnfcs  the 
Real  will  decline  to  about 
RJ2.10  by  the  end  of  the 
year.  It  said:  "The  Real 
devaluation  - particularly  if 
it  has  much  farther  to  go  - 
is  likely  to  keep  emerging 
market  debt  spreads  under 
upward  pressure  and,  at  the 
margin,  is  negative  for  US 

1 


equities  and  the  US  dollar." 

Other  strategists  note  that 
European  bourses  are  still 
based  on  over-optimistic 
earnings  forecasts.  J-P.  Mor- 
gan said  it  thought  profits 
growth  far  the  year  would 
average  between  0 per  cent 
and  3 per  cent,  compared 
with  consensus  bottom-up 
forecasts  of  ll  per  cent. 

In  the  US.  stocks  gave 
back  early  gains  at  mldses- 
sion  although  several  high- 
tech  groups  posted  forecast- 
beating earnings 


Neighbour  casts 
shadow  on  HK 


Ban  delay  spurs  Frankfurt 


EUROPE 


RWE 


ameu  if*  AC  Computer  Associates 

SSSfSsSS. - climbed  *1%  to  $49tf. 


Blue  chips  lost  ground  in 
early  trading  although  com- 
puter-related stocks  were  in 
demand,  helped  by  a rally 
for  internet  shares,  writes 
John  Labate  in  New  York. 

The  Dow  Jones  Industrial 
. Average  was  down  36.56  to 
9,288.02  by  early  afternoon 
while  the  broader  Standard 
& Poor’s  500  index  was  show- 
ing ahead,  up  less  than  a 
point  at  1 ,252.50. 

“The  market’s  had  a tre- 
mendous run-up  in  the  last 
two  days."  said  Dan  Mathis- 
son,  head  stock  trader  at 
D.E.  Shaw  Securities.  “The 
gluing  pressure  is  within  the 
realm  of  normal  profit-tak- 
ing." 

Weaker  levels  in  the  Dow 
came  amid  the  release  of  a 
series  of  earnings  reports. 
Walt  Disney  shares  lost 
at  $389  after  the  company's 
earnings  foil  short  of  inves- 
tor expectations.  Philip  Mor- 
ris also  turned  lower,  falling 
Sit  to  $47 ft  after  the  com- 
pany reported  results  and 
warned  that  Its  Kraft  foods 
unit  would  be  forced  to  cut 
600  Jobs. 

But  DuPont  gained  $lft  to 
$55ft  after  its  earnings  came 
in  slightly  above  consensus 
expectations.  Johnson  & 
Johnson,  another  Dow  mem- 
ber stock,  rose  $19  to  $84ft 
after  Prudential  Securities 
raised  its  rating  to  "accumu- 
late" from  “hold". 

Bookseller  Borders  Group 
plunged  $3%  or  more  than  15 
per  cent  to  $17%  after  it 
warned  that  earnings  in  its 
fourth  quarter  would  be 
below  expectations. 

The  Nasdaq  composite, 
weighted  in  high-tech, 
shares  gained  7.19  to  2,440.60, 
boosted  by  stronger  software 
and  internet  shares.  Micro- 
soft rose  $1%  to  9173ft  while 


Internet  stocks  soared, 
with  online  auction  com- 
pany eBay  up  $90%  or  40  per 
cent  to  $311  and  Ama- 
zon.com climbing  $l7g  to 
$133  a day  after  both  compa- 
nies reported  Quarterly 
results. 

The  Internet  index  of  the 
American  Stock  Exchange 
gained  nearly  3 per  cent  to 
765.25.  America  Online 
gained  $9%  to  $163  ahead  of 
its  earnings  report  due  out 
after  market  close. 

Banking  shares  were 
mostly  lower,  led  by  First 
Union,  off  $S%  or  more  than 
9 per  cent  to  $Slft  after  ana- 
lysts at  Lehman  Brothers 
and  Paine  Webber  down- 
graded the  shares. 

Small  company  shares 
weakened,  sending  the  Rus-* 
sell  2000  index  down  L56  to 
423.75. 

TORONTO  was  little 
changed  in  early  trading 
with  Investors  mostly  taking 
their  cue  from  Wall  Street 

By  the  noon  calculation 
the  900  composite  index  was 
up  1&35  at  6,681.80. 

A strong  surge  for  tele- 
coms giant  BCE,  where 
investors  eagerly  awaited  an 
earnings  statement  provided 
the  benchmark  with  the 
bulk  of  its  underpinning. 

BCE  gained  C$L20  or  2 per 
cent  to  C$65.60  in  busy  trad- 
ing. ATI  Technologies  was 
the  most  active  stock  of  the 
morning,  adding  C$2  or  8£ 
per  cental  C$2&85  in  volume 
of  6-Sm  shares. 

. Metals  group  Inco  fell  35 
cents  to  C$16.30  while  golds 
leader  Barrick  shed  70  cents 
at  C$27.80. 

Banks  were  mixed.  Royal 
Bank  of  Canada  dipped  20 
cents  to  C$7&50  while  Bank 
of  Montreal  added  70  cents 
at  C$6435. 


Currency  fears  threaten 
Sao  Paulo’s  recovery 


SAO  PAULO,  up  more  than 
15  per  cent  over  the  past  two 
days,  opened  in  uncertain 
mood  as  currency  concerns 
threatened  to  get  the  better 
of  the  recent  buying  spree. 

The  Real  was  again  trad- 
ing in  the  region  of  R$1.90  to 
the  dollar  at  lunchtime  yes- 
terday. Before  the  mid- 
January  devaluation  and 
free  float  for  the  currency  It 
stood  at  R$1.22. 

At  midsession,  the  market 
was  little  Changed  with  the 


benchmark  Bo'vespa  index 
up  64  at  7,710  in  thin  trading 
volumes. 

MEXICO  CITY  edged  up  in 
early  trading,  helped  by  a 
solid  start  for  the  peso, 
which  gained  ground  after 
the  central  bank  confirmed 
plans  for  tight  monetary  pol- 
icy and  said  official  govern- 
ment inflationary  targets 
were  feasible. 

The  DPC  index  was  34.44 
higher  at  3,800.41  at  midses- 
sion. 


The  German  government's 
decision  to  delay  a proposed 
ban  on  reprocessing  nuclear 
waste  sent  shares  in  some 
utility  companies  soaring  in 
FRANKFURT. 

RWE  rocketed  €4.50  or  1L8 
per  cent  to  €42.60,  Veba 
climbed  €2.95  to  €52.90  and 
Viag  was  €i  higher  at  €452. 

Gerhard  Schroder,  German 
chancellor,  said  late  on  Tues- 
day that  the  ban,  originally 
due  to  start  next  year,  would 
be  delayed  because  Germany 
did  not  have  sufficient  alter-, 
native  waste  storage  capac- 
ity. The  renewed  strength  in 
the  utilities  helped  to  pro- 
vide support  to  the  Xetra 
Dax,  which  closed  37.02 
higher  at  5.03&21. 

Retailer  Karstadt  shot  up 
€23  to  €370,  erasing  some  of 

The  FIS  Eurotop  300  index 
rose  3.57  or  030  par  cent  to 
1,119.12.  See  Biro  Prices  page. 

the  losses  suffered  when  the 
market  sagged  earlier  in  the 
month. 

Degussa,  the  chemicals 
and  metals  group,  gave  up 
€1.25  to  €36.40  as  it  contin- 
ued to  be  punished  for  low- 
er- than-expe  cted-quarterly 
earnings,  disclosed  on  Mon- 
day. 

PARIS  ended  just  above 
its  session-low,  finishing  up 
26.82  at  4,098.10  after  touch- 
ing 4449.70  in  early  trading. 

Foods  group  Danone  was 
the  day's  hot  stock,  going 
limit-up  at  one  stage  and 
dosing  with  a gala  of  6J3  per 
cent  or  €18.60  at  €228.50  fol- 
lowing strong  results,  which 
helped  lift  tile  clouds  that 
descended  on  the  sector  last 
week  when  Swiss  rival  Nes- 
tle unexpectedly  warned  of 
slack  sales  and  shrinking 
operating  margins. 

Sentiment  was  also 
boosted  when  Goldman 
Sachs  added  Danone  to  its 
European  recommended  list 
and  lifted  its  price  target  by 
25  per  cent  to  €265. 

STMicxoelectronics  surged 
€3.70  to  €85.10  after  shares 
In  the  Franco-ltalian  chips 
group  were  upgraded  by  two 
heavyweight  brokers. 

Goldman  Sachs  moved  to 
“market  outperform"  an  the 
shares,  lifted  its  target  price 
to  €105  and  nudged  up  earn- 
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ings  estimates  for  good  mea- 
sure. Morgan  Stanley  raised 
its  target  price  to  €112. 

Goldman  Sachs  also  got 
behind  TV  group  TF1.  which 
rose  €10  to  €165  after  the 
broker  upgraded  to  “market 
outperform”  and  stepped  up 
Its  target  price  to  €180. 

Building  materials  shares 
were  also  firm  in  the  wake  of 
strong  housing  starts  for 
December.  Lafarge  rose  €1.60 
to  €75  and  Bbuygues  added 
€10  at  €165.  Saint  Gobain, 
which  puts  out  1998  results 
today,  jumped  to  €12620 
before  settling  €2  lower  at 
€118.50. 

Weak  features  included  Elf 
Aquitaine,  down  €2.85  at 
€93.15  for  a two-day  fall  of  7 
per  cent,  and  France  Tele- 
com, €2J0  weaker  at  €79.40. 

AMSTERDAM  gave  up 
early  gains  to  close  with  the 
AEX  index  modestly  ahead 
at  531.69,  up  5.05. 

Media  group  Elsevier 
jumped  55  cents  to  €1350,  in 
a brisk  19.5m  shares  traded,*! 
on  rumours  that  the  media 
group’s  search  for  a new 
chief  executive  was  about  to 
come  to  an  end  with  an 
announcement  before  the 
end  of  the  week. 

Burhtnann  continued  to 
climb,  adding  70  cents  at 
€14.50.  The  shares  In  the 
office  supplies  group,  at  one 
time  threatened  with  relega- 
tion from  the  AEX  index,  are 
to  retain  their  position  in  the 
Dutch  benchmark. 

Unilever  rallied  €2.55  to 
€67.50  in  the  wake  of  upbeat 
earnings  figures  from  Dan- 
one, its  French  foods  rival 

HELSINKI  was  a strong 
performer  as  Nokia  powered 
higher  before  1998  results  on 
Friday  and  as  forestries 


Inflation  data  lift  Jo’burg 


SOj^AHUGA 

Shares  in  Johannesburg 
pushed  ahead  strongly  on 
the  back  of  positive  inflation 
data,  which  sparked  hopes 
for  an  interest  rate  cut  and 
put  the  banking  sector  into 
overdrive. 

The  all  share  index 


jumped  2 per  cent  to  5,709 
after  the  banks  Index  surged 
almost  4 per  cent  following 
producer  price  data  that 
showed  a marked  slowdown 
for  December. 

Among  individual  bank 
shares.  Stanbic  rose  145 
cents  or  8.7  per  cent  to 
R18J2Q  in  turnover  of  Rl5.im. 


Optimism  on  US  fuels  Tokyo  rise 


ASIA  PACIFIC 


Tokyo  share  prices  rose  for 
the  third  consecutive  day 
yesterday,  boosted  by  rising 
optimism  about  the  US  stock 
market  and  diminishing  con- 
cerns about  Latin  America, 
writes  GilHan  Tea  in  Tokyo. 

The  Nikkei  225,  the  key 
indicator,  closed  at  14,450.06, 
0.47  per  cent  up  on  the  day. 
During  the  session  the  index 
rose  above  14,500  several 
tunes,  but  could  not  sustain 
the  gain. 

The  Nikkei  300  closed  0.54 
per  cent  up  at  22231.  The 
Tokyo  Stock  Price  Index, 
covering  all  shares,  closed  at 
1,115.37,  up  0.49  per  cent  and 
the  third  consecutive  daily 
rise. 

Volume  on  the  main  sec- 
tion fell  from  500m  the  previ- 
ous day  to  410m  shares.  Los- 
ers outnumbered  gainers  559 
to  557,  while  188  shares  were 

unchanged  _ 

High  technology  blue 
chips  performed  relatively 
well,  reflecting  Wall  Street's 
strong  performance.  Sony 
dosed  at  Y8.Q60.  Y24  higher, 
while  Hitachi  rose  Y15  to 
Y785  and  Softbank  Y320  to 
Y2£05. 

NTT  rose  for  the  seventh 
day  in  a row,  closing  at 
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Y930,000,  up  Y14,QOO.  Tyre 
manufacturers  also  benefited 
on  the  back  of  indications 
that  Michelin.  the  French 
group,  was  considering 
expanding  in  Japan  through 
acquisitions. 

Carmakers  posted  mixed 
results  as  the  excitement 
over  Nissan’s  search  for  a 
foreign  partner  ebbed.  Nis- 
san fell  Y18  to  dose  at  Y428. 
while  Toyota  gained  Y65  to 
Y2485  and  Honda  rose  YS0 
to  Y4^10. 

SEOUL  rallied  strongly  on 
talk  of  interest  rate  cuts. 
The  composite  Index,  off  14.5 
per  cent  In  four  days, 
jumped  33.97  or  6.4  per  cent 


to  565.20  in  Improving 
volume. 

Blue  chips  pushed  higher 
on  a broad  front  in  spite  of  a 
denial  from  the  central  bank 
that  it  planned  to  ease  mone- 
tary policy. 

Korea  Electric  rose 
WcmZ.600  or  8.4  per  cent  to 
Won33,500  and  Samsung 
Electronics  gained  WonS^OO 
or  6 per  cent  to  Wonfll.300. 
The  hanks  sector  index 
advanced  13.7  per  cent 

JAKARTA  continued  to 
bound  ahead,  propelled  by  a 
second  straight  20  per  cent 
surge  in  Indocement. 

The  composite  index 
closed  12.1  or  3 per  cent 
higher  at  410.25,  with  inves- 
tors encouraged  by  regional 
gains,  the  overnight  rally  on 
Wall  Street  and  diminishing 
fears  about  a possible  deval- 
uation of  China’s  renminbi, 

Indocement,  202  per  cent 
higher  on  Tuesday,  climbed 
another  Rp650  or  20.8  per 
cent  to  Rp3,775  in  further 
response  to  the  news  that 
the  company  was  in  talks 
with  three  foreign  cement 
companies  interested  in  buy- 
ing a strategic  stake. 

Last  year,  Mexico's  Cemex 
paid  $1.38  a Share  for  a 16 
per  cent  stake  in  state- 
owned  Semen  Gresik.  double 


the  market  share  price  at  the 
time. 

SINGAPORE  moved 
higher  for  the  second  day 
running  to  make  good  some 
three  percentage  points  of 
last  week's  5-5  per  cent  net 
loss.  Although  volume 
stayed  weak,  the  Straits 
Times  index  added  40.30  or 
2jb  per  cent  at  1.457.44. 

Singapore  Press  rose  S$i 
or  5.5  per  cent  to  SS19.20  on 
speculation  that  the  group 
was  set  to  repeat  last  year’s 
cash  distribution  to  share- 
holders. SembCorp,  which  is 
about  to  list  its  internet  ser- 
vice provider  in  New  York, 
gained  14  cents  or  6J2  per 
Cent  to  S$2B9. 

BOMBAY  posted  smart 
gains,  with  the  BSE-30  index 
touching  a high  of  3,400.07 
on  heavy  fund  buying, 
though  prices  came  off 
towards  the  close  on  profit- 
booking.  The  index  ended 
44453  up  at  3,353.98. 

Among  the  large-cap 
stocks,  Tata  Iron  and  Steel 
gained  Rs8.50  to  RS117.80, 
Larsen  & Toubro  Rs9.9D  to 
Rsl98  and  BPL  RS14.10  to 
RS220-30. 

Software  shares  were  also 
higher,  with  Wipro  rising 
Rs27&50  to  RS4.Q51  and  Tata 
Infotech  Rsl00.75  to  Rsl&O. 


surged  on  hopes  that  inter- 
nal restructuring  could  help 
profitability. 

Store  Enso,  the  world’s 
largest  paper  producer, 
soared  40  cents  or  53  per 
cent  to  €720.  The  company, 
fanned  by  last  year's  merger 
of  Swedish  Store  and  Fin- 
land's Enso,  said  new  calcu- 
lations suggested  synergies 
should  provide  40  per  cent 
higher  savings  than  earlier 
thought.  The  optimism 
rubbed  off  on  UPM-Kym- 
mene,  €LS0  higher  at  €24, 
and  Metsa-Serla.  which 
gained  9 cents  at  €6  J2. 

Analysts  noted  that  1999 
forest  industry  earnings 
were  expected  to  fall,  com- 
pared with  last  year's 
results,  although  consolida- 
tion in  the  sector  and 
restructuring  within  compa- 
nies could  help  profitability. 

A strong  showing  in  Nokia 
helped  push  the  Bex  index 


above  the  6,000  level.  Nokia 
added  €2.70  to  €125JS0  and 
the  index  closed  154.85  or  2.6 
per  cent  higher  at  6028,19. 

However,  the  news  was 
not  all  good.  Rasio  extended 
Tuesday's  20  per  cent  plunge 
with  another  fall  of  50  cents, 
or  6.6  per  emit,  to  €7.10  as 
news  that  BenecoL,  its  anti- 
cholesterol food  ingredient, 
would  be  launched  in  the  US 
as  a conventional  food  and 
not  as  a dietary  supplement 
hit  the  headlines* 

" Energy  group  Fortum 
rebounded  after  losses  over 
the  previous  six  sessions  to 
ail-time  lows  after  Morgan 
Stanley  started  the  share  as 
a “strong  buy".  The  stock 
put  on  14  cents  to  €4J>9. 

ZURICH  pulled  back  in 
line  with  Wall  Street  and  the 
SMI  index  registered  a loss 
Of  44j4  at  7,0302. 

Banks  derived  some 
strength  from  the  «astng  of 
flnnTwiai  tensions  in  South 
America  and  Asia.  UBS 
turned  back,  from  a high  of 
SFr439  to  dose  SFri  easier  at 
SFr429.50  as  the  bank  said 
interim  chairman  Alex 
Rrauer  would  remain  as 
chairman  until  2002. 

At  the  same  time,  Gold- 
man Sadis  reiterated  a rec- 
ommended list  rating  for  the 
bank  alter  this  week’s  inves- 
tors’ conference  at  which 
management  said  it  was 
reducing  riskier  activities. 

Written  aid  edited  by  NBctaal 
Morgan,  Jeffrey  Brawn,  Mchaei 
Peal  and  Peter  HaB 


Beijing  may  be  an 
unobtrusive  ruler  on  tne 
streets  of  Hong  Kong,  but 
the  ties  are  writ  large  on  the 
territory’s  stock  market. 

In  recent  months  share 
prices  have  dipped  and  dived 
on  edicts  from  across  the 
border  the  October  closure 
of  Guangdong  International 
Trust  & investment  Corp. 
the  investment  agency  that 
folded  with  $4.4bn  worth  ot 
debts;  other  bankruptcies  or 
defaults;  renminbi  devalua- 
tion Jitters  - and.  yesterday, 
pledges  not  to  devalue. 

Yesterday’s  assurance  by 
Chinese  central  bank  gover- 
nor Dai  Xianglong  spurred 
the  benchmark  Hang  Sens 
index  up  2.2  per  cent.  China 
plays  took  the  biggest 
jumps,  with  the  red-chip 
index  up  4^  per  cent  and  the 
H share  index  72  per  cent. 

Red  chips,  or  mainland- 
backed  Hong  Kong  compa- 
nies. have  taken  some  of  the 
harshest  beatings  recently. 
The  growing  pile  of  unpaid 
debts  at  Chinese  enterprises 
rattled  investors,  prompting 
lenders  and  shareholders  to 
reduce  their  exposure. 

Companies  linked  to 
Guangdong,  China's  wealthi- 
est province  and  the  one 
with  closest  ties  to  Hong 
Kong,  have  led  the  list  of 
heavily  indebted  groups. 

Guangdong  Enterprises, 
one  of  Gitic's  sister  compa- 
nies, admitted  to  $2.9bn  of 
debts  and  called  for  a stand- 
still arrangement  on  princi- 
pal payments.  Investors  rap- 
idly sold  down  the  group's 
listed  units. 

This  year,  the  red-chip 
index  has  fallen  20.6  per  cent 
against  a 3 per  cent  decline 
for  the  blueihip  Hang  Seng 
index  and  18.3  per  cent  for 
the  inriwt  tracking  H shares, 
the  stock  of  mainland  former 
state-owned  enterprises. 

However,  the  fallout  from 
Gitic  has  also  strayed  into 
blue-chip  territory.  Hong 
Kong  banks  have  been  keen 
lenders  to  Chinese  entities, 
including  Gitic,  and  the 
reporting  season  beginning 
next  month  is  expected  to  be 
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marked  with  big  provisions 
and  stagnant  loan  growth. 

Anii  Daswani.  bead  of 
country  research  at  Salomon 

Smith  Burney,  estimates  pro- 
visions could  total 
HKS32.2bn.  assuming  100  per 
cent  provisions  against 
Gitic,  S3  per  cent  against 
exposure  to  other  files,  and 
33  per  cent  against  other 
Chinese  concerns.  This  could 
send  some  banks  Into  losses 
in  the  second  half  of  1896- 

But  China  is  not  the  only 
cloud  on  the  Hong  Kong 
stock  market.  The  devalua- 
tion of  Brazil’s  Real 
prompted  Asia's  financial 
markets  to  revisit  the  pofai, 
bility  of  another  round 
devaluations  - and  the  possi- 
ble dismantling  of  the 
region's  lost  main  fully  con- 
vertible fixed  exchange  rate, 
the  Hong  Kong  dollar. 

A mix  of  genuine  hedging 
by  Hong  Kong  corporates 
and  banks,  and  same  specu- 
lative activity,  helped  push 
interbank  interest  rotes 
higher  in  the  past  two 
weeks:  and  this  in  turn  rat- 
tled the  stock  market. 

The  economic  fundamen- 
tals also  remain  uninspiring: 
Hong  Kong's  economy 
shrunk  an  estimated  5 per 
cent  last  year,  and  is  fore- 
cast by  some  economists  to 
contract  further  this  year, 
interest  rate  cuts  in  the  past 
two  months  have  done  lUtio 
to  stimulate  demand. 
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Louise  Lucas 


Valeo 


DOUBLE  DIGIT  RISE 
IN  PROVISIONAL  1998  RESULTS 


Valeo's  Board  of  Directors  meeting  an  January  21st  2999  was  informed  of  the  Groups  provisional 
consolidated  results  for  1998. 


(in  miffions) 

1998  Provisional 

1997  ; 

1 

» 

A 

(euros) 

FEr 

(euros) 

m I 

! 

Sales 

6,019 

39,480 

5,179 

33.970 

* 

16  2% 

Gross  Margin 

1,233 

8,090 

1.049 

6.682 

+ 

18?; 

0a%) 

20.5% 

20.3°  o 

Operating  income 

427 

2,800 

350 

2.297 

+ 

22% 

(in%) 

7.1% 

6.8% 

Net  income 

259.5 

1,702 

225.5 

MSP 

Jm 

15% 

(in%) 

4.3% 

4.4% 

Cashflow 

636 

4,170 

549 

3.599 

+ 

16% 

at  12/31 

at  12/31 

Stockholders’  equity 

2,137 

14,020 

1,865 

12.234 

Net  indebtedness 

625 

4,100 

201 

1.318 

Debt-to-equity  ratio  (%) 

29% 

11% 

Provisional  results  1998 


I Valeo's  consolidated  sales  for  1998  totaled 
6 billion,  euros,  up  by  16.2%  over  1997.  This 
figure  integrates  for  the  last  quarter  of  1998 
the  recently  acquired  Electrical  Systems 
activities  and  exdudes  the  61  million  euros  in 
sales  generated  by  the  display  and  fuel  tank 
cap  and  filler  activities  disposed  of  in  1998. 

I The  Group’s  annualized  sales  in  its  reporting 
entity  at  December  31st  1996  amounted  to 
7.3  billion  euros  and  reflect  average  annual 
growth  of  19%  over  the  last  five  years. 
The  breakdown  in  sales  is  as  follows  ; 65% 
in  Europe,  28%  in  North  America  and  7% 
in  other  countries. 

iGrossnrargmmcreasedby  18%  to  1,233  million 
euros,  that  is  20.5%  of  sales  against  20.3% 
in  1997.  The  operating  margin  progressed 
by  22%.  accounting  for  7.1%  of  sales 
against  6.8%'  in  1997.  They  both  grew  faster 
than  sales  in  a demanding  competitive 
environment,  reflecting  the  cost  reduction 
actions  implemented  by  Valeo  in  1998. 

[ Net  earnings  per  share  for  1998  amounted  to 
3.45  euros,  an  increase  of  8%  compared  with 
1997.  These  figures  take  into  account  the 
increase  in  the  average  number  of  shares 


that  occurred  in  1998,  followincr  the  issue  of 
shares  with  warrants  attached  in  August  1998. 

■ Cash  flow,  up  by  16%  to  636  million  euros, 
largely  financed  Group  capital  expenditures 
At  December  31st  1998.  Valeo's  net 
indebtedness  stood  at  625  million  euros,  that 
is  a debt-to-equity  ratio  of  29c  o. 

■ 1998  marked  the  5th  year  in  a row  that  saw 
a nse  in  Valeo's  results  and  earnings  per 

and  1998.  Group  sites 
rose  by  95  ,o  and  net  income  by  14l=i. 

^ i,$  detamVe  *■*■.  » 
well  as  its  detailed  accounts,  following  the 

meeting  of  its  Board  of  Directors  to  beheld 

on  February  10th  1999. 

Valeo  is  an  industrial  group  fully  focused  on  the 
&^UCti0n  — * compaSaniJ 
Thfr^f  *“*  modutes  fc>  » -nd 
worldwide.  Valeo  hL  U9  pU“ 
centers  in  19  countries.  RvX 


shareholder  information 
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